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Nominees For SAM National Officers 
1955-56 


The SAM Nominating Committee met personally in New York 
City to consider the suggestions of the chapters for the four elected 
positions. The National Board of Directors will elect the President 
Executive Vice-President, Treasurer, and Secretary at its annual pol. 
icy meeting in April. Although this slate of the Nominating Committee 
has been well thought out as to its ability to meet the objectives of 
SAM and work together as a team, the National Directors may present 
other nominations from the floor at the April meeting. The by-laws C 
provide that such nominations can be made in a petition signed by 
ten National Directors. 

When the Nominating Committee met in January, at the SAM 
office in New York, the five members first determined the ideal quali. 
fications for officers of our Society. No names were discussed until this 
step was accomplished. We had the benefit of the thinking of former 
members of the Nominating Committee and of others who could judge 
our job objectively. 

One fundamental appeared over and over again. The Executive 
Vice-President, the Treasurer, and the Secretary should be potentially| 
qualified as the chief executive of SAM. In no other way can the ulti-,, 
mate President get sufficient experience in handling the national af lime 
fairs of the Society. However, it was just as obvious that the Nomi+‘P°" 
nating Committee should not consider that there is any automatid a9 
promotion of officers once elected. There must be freedom to select the|stot 
most qualified President and his supporting group of officers. have 

Most of the chapters made recommendations to the committee, andlate: 
every name was thoroughly considered. As a by-product of this excelage' 
lent work by the chapters, the officers for next year will have a good 
list of members to be considered for appointments to committees and 
as chairmen and officers. This list will be important to the officers in \° 
bringing new talent and ability into national activities. : 


ial ‘ ‘ : usual 
The Nominating Committee proposes the following slate of officers 





for 1955-56 as a most capable group of executives to direct the ne il 
tional responsibilities of SAM: oan 
President—FRaAncis F. BrapsHaw (N. Y. Chapter) was 
Executive Vice-President—Joun B. Joynt (Asheville Chapter) {seri 
Treasurer—Homer E. LUNKEN (Cincinnati Chapter) tal. 
Secretary—Dause L. Brissy (Binghamton Chapter ) eral 


Our committee has the assurance that each candidate has accepte#|s™@! 
the responsibility with the good will of his company. There is mucll 
time and work involved in these positions, and the company’s suppor ‘ 
is vital if the officer’s performance is to be satisfactory. = 

Our committee strongly believes that this slate will work well as 4. | 


team to have SAM serve its members better and, in turn, the busines},;,, 


cost 


community to which SAM is ultimately responsible. T 
. bro: 

Respectfully submitted, lof | 

Bruce Payne, Chairman jther 

J. Ricwarp Jerrrey (Columbus) ry 

Earyt Havner (Boston) 

n 


Pauxt MacCutcuHeEon (Raritan Valley) 
WaRREN MELLIN (Clearing) 


The above report is published in accordance with the by-laws of the, , 
Society. /SAN 


uni 


James E. Newsome, Secretary 
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Of Successful Management 


Time has produced a substantial and fundamental change in the re- 
sponsibilities and relationships of management. The development of 
larger and larger business units; the greater complexity of their oper- 
ations; ownership represented by equity investment interests, which 
have little or no direct contact with the business itself; and their re- 
lated changes have created the need for a more professional man- 


-exceljagement group. This article examines the qualities of this new group. 
a good 
es and 
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all know there was a time 

when the manager of a_ business 
usually was its proprietor. He conducted 
it according to his own ideas, and he 
larned mostly from personal experi- 
ence. If the business was successful, he 
was well paid. If it failed, he took the 
sacrifice in personal income and capi- 
tal. Today, this type of operation gen- 
erally is true only of the comparatively 


ceptel small business enterprise. 


much 
ul pporl 
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The modern business manager does not 
pay for mistakes with his own money 
but with the money of other people who 
may not easily accept the results of 
costly errors in judgment or in opera- 
tions. 








To meet the problems requiring a 
ibroader knowledge and understanding 
sof business processes and relationships, 
ithere has been a gradual increase of 
academic training in the fundamentals 


of business operation, finance, eco- 


ley) nomics, and management. Most of our 
, universities now have specialized courses 
of the, % 


| A talk made before the Detroit Chapter of 
SAM. 


directed toward the development of 
managerial talent. A natural corollary 
of this has been the creation of a sub- 
stantial literature about management in 
which men of experience, success, and 
special knowledge contribute what they 
have learned for the benefit of those 
with management objectives. 

The importance of this study to busi- 
ness and to success in business is em- 
phasized by the demand for trained 
men, by the growth of the enrollment in 
specialized business courses and, even 
more so, by the fact that industry has 
integrated continued management train- 
ing into its daily operations. 

My purpose is to present a few of the 
aspects of management at work that | 
have learned and observed in some 
thirty years’ experience as an executive. 
I intend to speak about some of the spe- 
cial characteristics of successful man- 
agers, not usually discussed in text 
books. 

I will comment briefly on the common 
knowledge of the need for a thorough 
understanding of the place and function 
of each element of the operating mech- 


JOSEPH M. DODGE, currently Special Assistant to the President of the U. S. 
and Chairman of the Council on Foreign Economic Policy, has held many 
government posts in recent years, among them the job of Consultant to the 
Secretary of State on Financial and Economic Problems relating to Japan 
(1952-53), Financial Consultant to the Army (1949-53), Member of the Advisory 
Committee on Fiscal and Monetary Problems of the ECA (1948-51), Chairman 
of the Price Adjustment Board, Central Procurement District, Army Air Forces 
(1942-43). Mr. Dodge was vice president and assistant to the Chairman of the 
Board of First National Bank, Detroit (1932-33); President, Director and Chair- 
man of The Detroit Bank (1933-53). Since 1954 he has served as Director and 
Chairman of The Detroit Bank. 


‘Some Special Characteristics 


By Joseph M. Dodge 
Director and Chairman 
The Detroit Bank 
Detroit, Michigan 


anism of a business. This is an essential 
but more technical knowledge, and is a 
subject related most closely to opera- 
tions and production. 

Everyone knows, or should, that effec- 
tive performance requires the coordina- 
tion of each part with every other part. 
The gears on which the operation and its 
results depend must be in mesh, they 
must move at properly related speeds; 
and must be under constant inspection 
and close control to prevent interfer- 
ences, distortions of alignment, and un- 
equal performance. 


In the general management of an en- 
terprise, production and costs, sales and 
prices, investment and finance, and pub- 
lic and labor relations all have to be 
coordinated an favorable 
result. None are minor problems any 
way you measure them. Each requires 
highly specialized skills. Each is a part 
of the function of management. And 
each requires the application of man- 
agement principles at many levels. 

The first special characteristic is this. 
I believe successful management is as 
much a matter of a sound personal 
philosophy as it is of operating knowl- 
edge or techniques. This will be com- 
posed of tested and constructive funda- 
mental principles of management that 
serve as a guide and support in the 
implementation of the multiple aspects 
of management’s duties and _ relation- 
ships. These principles are not easily 
acquired. They are not something that 
can be bought or obtained, fully pre- 
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pared for use. They are the product of 
intelligent observation, understanding, 
and appreciation of all the external and 
internal forces that come to focus in 
conducting a business enterprise. 












































Experience Valuable If It 
Helps Growth 


The second point is that ability to 
function successfully as a manager is 
not necessarily a product of technical 
knowledge or working experience. It is 
true that experience is a valuable per- 
sonal asset, but only if the individual 
has the capacity to learn from experi- 
ence, and apply what he has learned to 
the constructive benefit of himself and 
the business. We all know every busi- 
ness has individuals with long service 
of real value whose competence at this 
work adds up to a substantial contribu- 
tion. In many respects these people are 
the backbone of the business. But for 
one reason or another, often there is an 

' inability to turn that experience into an 
asset which substantially furthers per- 
sonal progress into the realm of man- 
agement. 

The best example of this is in the 
story of a man who did not receive ad- 
vancement into an executive position. 
He went to the president of his com- 
pany and complained about the lack of 
consideration given to hit. With ap- 
propriate emphasis, he referred to his 
many years of experience which he 
claimed the management had complete- 
ly disregarded. 

The president said, “I am sorry you 
brought that up, but you have made it 
necessary for me to answer. It is true 
vou have been with this business for 
many years, but I regret to say you have 
not had as many years of experience as 
vou think. Actually, you have merely 
repeated one year of experience—over 
and over—many times.” 

I suggest that the primary test of 
every individual approaching or actu- 
ally in the area of management is a rela- 
tively simple one. It is in an attitude of 
mind and in an ability constantly to 
raise his level of thinking about himself, 
about his job, about his relationship to 
the business and to his associates, and 
about the relationship of the business 
to the public. 

At the very lowest level is the in- 
dividual whose habits of thought are 
based on the movies, the television, the 
funny papers, and the date he had last 
nicht or is going to have tomorrow 
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night. Even while he works his thoughts 
are centered on himself and on personal 
interests unrelated to his work. 

These habits of thinking move on up 
through various easily defined stages to 
the man who, at least while he is work- 
ing. puis his mind on his job; the man 
who competes with himself and with 
everyone else to see how well he can 
do his work: and the man who strives 
to understand what he is doing and 
why. and the relationship of what he 
does to the work of other people. Final- 
ly. the man who learns to think less in 
personal terms and more in terms of the 
needs of the business may reach the ex- 
ecutive or directing level and, ultimate- 
ly, the administrative level which deals 
primarily with policy. 

| have observed that one outstanding 
characteristic of the earliest stages of 
management development is a combina- 
tion of ambition, ability, and a sense of 
obligation. The man who would rate 
management consideration demonstrates 
a desire and a capacity to make a great- 
er-than-average contribution. He finds 
ways and means to make larger pay- 
ments into his job account than others, 
or than may be expected from him. | 
have heard Mr. K. T. Keller, of the 
Chrysler Corporation, refer to such a 
man as an “accomplishment worker” 
rather than a “money worker’ —a very 
apt description. 

In its later stages, these attributes are 
developed into an ability to operate as 
an owner, but with the full realization 
that he does so as a trustee for stock- 
holders. for employees. and for the pub- 
lic. 


Objectives Must Include 
Community Welfare 


Today, management has to embody 
within its objectives a full consideration 
of their social effects. Included in this 
is the principle of operating a business 
that is sound and will be permanent: 
one that makes a definite contribution 
to the welfare and stability of the com- 
munity; and one that does not bring 
unnecessary hazards to its owners, its 
management, and its staff. 

If this principle is applied, the ap- 
proach can not be one which measures 
actions or policies primarily in terms 
of self-interest. It is a mere matter of 
fact that, under the conditions of today, 
the completely selfish man can not be a 
permanent success as a manager or make 
a permanent success of a business. 


ADVANCED MANAGEMEN; 


If you will consider this suggestion 
about the level of thinking and the mo. 
tives of individuals, | believe you will 
find in it the key to most of your judg. 
ments about their possibilities and the 
measure of responsibility which can be 
entrusted to them. 


Ability To Make Best Choice 
Vital Quality 


The next important requirement is 
that of good judgment. Some people 
call it wisdom; a combination of knowl. 
edge and the capacity to use it. I have 
another more practical and more easily 
defined word which is “selectivity”— 
the insight and the ability to make the 
best choice under the circumstances, 
Whatever you may choose to call it. it 
is vital. 

Unfortunately, some apparently in. 
telligent, well educated individuals 
never seem to demonstrate good judg- 
ment. Occasionally they are defeated by 
their education. There is extensive 
knowledge. but little sense of its prac- 
tical uses, except perhaps to antagonize 
other people by a desire to display su- 
periority. And, sometimes, individuals 
are too intelligent to see simple things 
simply. 

You may have observed that. while 
there are important places and uses for 
extensive knowledge and extraordinary 
intelligence, few successful managers 
could qualify as superior intellectual 
types. Their knowledge and intelligence 
are demonstrated by an earthly. realis- 
tic, and practical interpretation of men, 
circumstances, and events. While recog: 
nizing the values of theory. the manager 
has to become an expert in its practical 
application. 

Few realize how much business suc: 
cess and progress depend on this element 
of selectivity as an ability of manage: 
ment. It might be defined as a cultivated 
sense of discrimination, which is the 
real objective of education. It is the 
ability to perceive the best ends and the 
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best means to those ends; to distinguish 
between what is effective and what is in- 
effective, what is necessary and what is} 
unnecessary, what is important andj 
what is unimportant, what should be} 
done now and what should be done later. 


and the like. But also it enters into prac) 


tically every day-to-day decision of 4] 
manager. It regulates what he does, and 
establishes his priorities of attention| 
and action. 

He constantly is faced with the prob| 
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lem- created by conflicting claims on 
his [ime and attention. from inside and 
yitside his area of responsibility. If he 
annot select properly, he will be slowed 
down to a walk and over-burdened with 
the demands originating from many 
sources. One problem is the individual 
who tries to attract attention by con- 
tinually talking to the boss about things 
he should take care of himself. A test of 
subordinate management is in its selec- 
tion of the subjects brought to superiors 
for discussion or decision. 

very executive must reserve to him- 
self the right to determine the priorities 
of attention and action. His success and 
the success of the business can be related 
to his proper selection of the issues need- 
ing attention, and whether the time is 
now or later. 

Certainly the selection of the product. 
the plant and its equipment, the proc- 
esses of business or manufacture. has a 
direct contribution to 
success. But the selection of people is 


and important 
the most important. 

In the final analysis, the success of 
product, plant, and process always turns 
on the selection of the people who give 
life and productive value to physical 
assets. The principal tool of manage- 
ment is the ability to assess the values. 
the possibilities. and the uses of men in 
terms of the fundamentals on which the 
future of the business depends. With- 
out it, everything physical tends to lose 
its value; the organization fails to move 
or. if it moves at all, does so ineffective- 
lv or way below its capacity. 


Superior Personnel Surmount 
Even A Poor System 


The vitality of a business and its 
the 
ability of its executives and related per- 


competitive strength come from 
sonnel to provide what is needed to en- 
sure progress. Physical components can 
be improved or replaced fairly easily 
by the expenditure of dollars, but the 
dollars are attracted by the capacity of 
individuals to use them wisely and 
profitably. A superior personnel min- 
imizes all other problems and sparks 
above the average accomplishment. A 
good man can produce good results 
despite a poor system, and the best sys- 


.tem never will be an adequate substitute 


for a good man. Policies and systems 
are used not only to direct and channel 
the operating thought and performance 
f an organization. but to extend the 
qualities of management to the much 


larger number of the less experienced 
and less able. Thus maintaining and 
constantly improving the quality of 
management and personnel, at every 
level, is one of the first fundamentals of 
a sound business philosophy and of suc- 
cess in management. 


Good Leaders 
Attract Support 


The realistic and objective appraisals 
required to maintain and improve prop- 
erties and other physical assets are much 
easier to make than the same decisions 
about persons in an organization. But 
these decisions must be made, and mak- 
ing them is one of the most important 
and sometimes the most unpleasant re- 
sponsibilities of management. Accept- 
ing the standing progress of the business 
and of the whole group as a basic re- 
quirement can lead to difficult decisions 
in the selection of individuals for man- 
agement responsibility. The standards 
become somewhat different. The ability 
to do the work has to be coupled with 
every other element related to outstand- 
ing performance on the job. This is be- 
cause the capacity to provide leadership 
and to attract support and confidence 
within, as well as outside the business. 
is an ingredient of its success. 

The texts on management and on the 
evaluation of managers give an almost 
unending list of qualities which are 
essential in one degree or another. They 
comprise almost every possible business 
virtue and combination of them. Each 
major requisite is subdivided into in- 
numerable others which are supposed to 
provide some fraction of the measure- 
ment of the overall factor of which they 
are a part. 

Great stress is laid on leadership, on 
srowth capacity, and on personality fac- 
tors which include appearance, manner. 
and the ability to deal successfully with 
others. The recommended formulas and 
tests for management capacity are in- 
tricate and not always conclusive. At 
best these only can be guides or helps 
to selection in an effort to avoid the 
most easily -made mistakes. The prob- 
lem can be simplified if it is thought of 
in terms of the individual qualities 
which contribute substantial plus values 
to the business. above and beyond the 
routine requirements of the job. 

I think this can be summed up best 
in terms of its practical application. It 
is inevitable in practice that when a 
choice is to be made for an executive 


appointment — and service, experience, 
knowledge, and ability are relatively 
equal—the plus factors of the individual 
will greatly influence the decision. The 
higher you go in business or manage- 
ment. the more important these personal 
plus factors become. It is no accident 
that these qualities make successful ex- 
ecutives outstanding as a group, and as 
individuals in any group. 

Another aspect of selectivity is tim- 
ing. Decisions can be made at the wrong 
and the circum- 
stances: and timing can be as wrong in 


time under wrong 
minor decisions as in critical decisions. 
Poor timing makes difficult decisions 
more difficult and sometimes will defeat 
the expected result. | have never known 
any successful manager who did not have 
a well developed sense of the impor- 
tance of timing. 


Successful Executives 
Simplify Problems 


If you have had an opportunity to ob- 
serve successful executives in action, I 
am sure you were impressed by their 
capacity to reduce complicated subjects, 
proposals, or discussions to their sim- 
plest terms. This is another kind of se- 
lectivity. Entirely too often someone has 
to scrape off the barnacles and push 
the seaweed which collect on a 
problem or Unfortunately 
there are too many persons who encrust 


aside 
proposal. 


simple things with complications or 
drape a subject with a protective cover- 
ing of their own special inclinations. 
When they get through, the real issue 
has been obscured or lost. 

Frequently this stems from an idea 
that a good answer must bear some un- 
mistakable personal imprint. Then the 
main objective is confused in the con- 
flict of personalities attempting to dom- 
inate the conclusion. Discussions are de- 
layed by individuals anxious to display 
detailed knowledge unnecessary to re- 
solving the issue. The manager then has 
to define the problem in simple. un- 
derstandable terms which can lead to a 
In other words. he 
has to put to work an unusual facility 
for grasping and holding up to clear 
sight the real issue, no matter in what 


clear-cut decision. 


amount of verbiage it has been buried. 

This situation is illustrated by a story 
told me by one of our foremost econo- 
mists. After he left the university. his 
first job was with a large nationally- 
known enterprise. One day the president 
called him in and gave him a problem 
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to analyze, and you can imagine how 
hard he worked on this assignment. 
Finally he completed his report and, 
with a good deal of satisfaction, took it 
to the president. 

As he told the story to me, the presi- 
dent picked up the report and flipped 
over the pages without reading them un- 
til he came to the last page, on which 
our economist had summed up a series 
of reasons for and against the project. 
He looked this over quickly, flipped the 
report back together, handed it to the 
economist and said, “Young man. take 
this away and bring me back one good 
reason.” My friend said that from then 
on he became one of that rare species 
—a practical economist. 


Don’t Insult A Man’‘s 
Intelligence 


When dealing with experienced mem- 
bers of a board of directors. or a man- 
ager, or a management group, it is un- 
necessary to prove how thorough you 
are or how much you know. That usu- 
ally is taken for granted, if you are 
good enough to hold the position you 
do. It is not necessary. to educate men 
of this type by going through every 
step of your mental processes. By the 
time the second step is reached, the ex- 
perienced man is way ahead, looking for 


the issue, and probably bored and re- 
sentful. 

The practical rule is a simple one; 
state the problem or the proposition 
first—then, as concisely as possible, give 
the reasons for or against it, and the 
recommendation. Be sure the comments 
include the essential facts and cover the 
issues sure to be raised. If properly 
done, nothing more may be necessary. 
Let any further information be re- 
quested. In this way what is needed to 
make a decision becomes available and 
no one will be bogged down with un- 
necessary details. Put a high value on 
the other man’s time. He puts a high 
value on his time and he thinks you 
should value yours. 

Finally, neither men nor businesses 
stand still. They move forward or back- 
ward. Even if they think they are hold- 
ing their own and are not sliding down- 
hill, some other individual or business 
is moving up, or moving past. If there 
is to be progress, there must be motion, 
and motion comes from decision and ac- 
tion. Without it, there is drift. Frequent- 
ly it is forgotten that failure to decide 
and to act is a decision not to do so. 
The penalties for not making any de- 
cision at all can be as great as those 
for making the wrong decision. 

The complexities of modern business 
and of the economy itself create an un- 
ending series of difficulties and frustra- 
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tions. Recently, management has become 
an activity of dealing with almost daily 
emergencies; but difficulties make op- 
portunities. 

If you talk to the top executives of 
any of our representative enterprises, 
you will learn that the need for better 
management and the scarcity of it, 
through every level of the businesses, 
are their principal concerns. Today 
there are few businesses which are not 
beset with management problems. and 
there are few which can not be bene. 
fited by better management. Expansion 
in size, diversification of products. dis- 
persion of production, growing compe. 
tition, and the change from a seller's 
to a buyer’s market have placed heavier 
and heavier burdens on management. In 
many instances the kind of management 
needed today has not been developed 
and its source does not exist, internally. 
Then management is imported or ob- 
tained by consolidation or purchase of 
an enterprise that has it. 


Avoid Unnecessary Details; 
Value The Other Man’‘s Time 


This is why I believe there never was 
a time in our history when there were 
more opportunities for individuals with 
the required attitudes, capacities, and 
abilities. The possibilities are magnified 
because we have been passing through 
an era in which the lazy, the selfish, the 
improvident, and the incompetent have 
been encouraged to believe they have 
not only a vested interest in their jobs 
and in promotion, but in a certain job, 
at a certain price, and in a certain place. 

Inadequacy and_ indifference have 
been too well paid, and too well pro- 
tected. But the result is that the force 
of the competition of 
sroup has declined; and the man with 
the abilities, the right attitudes, and the 
growth capacities is more easily ap- 
parent to those who need him. 


this growing 


Certainly management is no place to 
rest. It is no place for the man who 
hesitates to tackle tough problems or to 
deal with complicated issues. It has be- 
come a highly specialized task. Those 


| 
who can be successful as managers of ; 


any part of business are in great demand. 
As Professor Schell, of the Massachu- 


setts Institute of Technology, expresses 


it—The work of management is like that | 


of a “juggler who, at the height of his 
skill, has many balls in the air, con- 
stantly challenging his ability to main- 
tain their whirl.” 








END | 
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PHILIP RAUCH left Lehigh University during his 20th year, in 1931, to take over 
the family business upon the death of his father. From 1932-35 he continued his 
studies at New York University’s evening classes, officiating as president of Ideal 
Corporation during the day. His company has grown to over 25 times its size 
when Mr. Rauch took charge. He is a member of the Society for Advancement 


of Management. 


Small Business And 


Scientific Management 


Many small business men believe that scientific management is a lux- 
ury that only Big Business can afford. In this case history the president 
of a small business explains step by step how scientific management 
became an integral part of his company. Starting on a limited scale 
with a survey of personnel aptitudes, he gradually redesigned his or- 
ganization, reduced executive turnover, installed a training program 
for hard-to-get labor, developed an effective wage incentive system. 
The result was an amazing increase in growth. 


HE term scientific management sounds 
Tt ccciaticuad and many people think 
it’s a luxury that only big business can 
afford. According to the definition I like 
to use no business can afford to be with- 
out it. Scientific management is a con- 
scious, orderly human approach to the 
performance of management responsibil- 
ities as contrasted with the day-in-day- 
out rule of thumb, hit-or-miss approach. 

In our company we use many of the 
modern management tools and are very 
satisfied with the results. I feel that small 
companies must take advantage of these 
techniques if they hope to compete with 
big business. However. systems must be 
simple, practical, and geared to the 
needs of the individual small business. 

Thoreau once said, “I wouldn’t talk as 
much about myself if I knew anyone 
else as well.” Since I am going to tell 
you what we have done with scientific 
management in Ideal Corporation, I feel 
it essential to give you some background 
about our company. 

We manufacture hose clamps, automo- 
tive switches and ignition parts. Our line 
consists of 300 items all of which are 


considered as shelf goods. Therefore, it 
is essential that we maintain adequate 
stocks of all items since back orders 
are expensive and must be avoided to 
maintain profits and good customer re- 
lations. 

Our principal activity is metal stamp- 
ing and assembly. We purchase compo- 
nents such as screw machine, plastic and 
bakelite parts, rivets. screws and nuts. 
It sounds simple; however some of our 
assemblies are quite complicated. For 
example, our voltage regulator consists 
of three electro magnetic relays and con- 
tains over 200 component parts. 

We employ 250 people. Our products 
are sold nationally and internationally. 
On V-J day our business was 90% war 
work and 10% civilian; today it is 90% 
civilian and 10% defense work. More 
than 90% of our current sales consist of 
items which were developed by our com- 
pany since the end of World War II. 

Our experience with modern manage- 
ment tools was not planned. We got into 
trouble first and then we developed our 
solutions. In most cases it was a matter 
of applying techniques which were new 





Philip Rauch, President 
Ideal Corporation 
Brooklyn, N. Y. 


to us but were old practices in bigger 
companies. Since we have had our share 
of troubles over the years, we have be- 
come acquainted with many of the mod- 
ern management methods. 

In 1947 our plant was organized; we 
had a strike and wound up with a union 
shop. We felt badly about this situation 
because we had many employees with 
long years of service and since we were 
paying good wages and had provided 
most of the benefits found in union 
shops. Therefore, we thought there must 
be something wrong with these people. 

To find out we called in a psycholo- 
gist. After we told him what our prob- 
lem was he said, “When there’s trouble 
at the bottom there’s usually trouble at 
the top.” That was quite a shock. 

After considerable discussion we de- 
cided to give aptitude and psychological 
tests to all of our employees. To set a 
good example for our organization we 
started at the top with our president and 
worked down to the bottom, our janitor. 
After we had all been tested, manage- 
ment received the test results. For the 
first time in the history of our company 
we had a manpower inventory. While we 
knew many of the facts stated, these re- 
ports gave us information that we didn’t 
know about our employees and con- 
firmed some of the intangible ideas we 
had about them. 

All very interesting, but what to do 
about it? We had reports that were nega- 
tive on executives who had positions of 
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responsibility and had been with the 
company for years. We just couldn't 
tell these men that the psychologist 
thought they were incompetent and that 
they should have never been put in their 
present positions. Therefore, our prob- 
lem was to convince ourselves that the 
psychologist was right. 


Test Reports Check 
On-the-job Performance 


As situations arose we stopped ration- 
alizing about people. We began to cor- 
relate our reports with the performance 
of our men and we began to think ob- 
jectively about them, to take action when 
required. Wherever possible we tried to 
save our men; however, if nothing could 
be done we had to face the facts and 
take the action required. It was a tough 
job but it just had to be done if the com- 
pany was going to make progress. 

Now that it’s all over, I can say that 
it worked out well for the company, and 
for most of the men. Many were mis- 
placed in our organization and have 
since gone into other companies where 
they are doing well because of a different 
job or environment. 

As time went on we hired new men. 
promoted, transferred and replaced old 
men. One of our problems was to de- 
termine the type of organization we 
wanted. Since most of the men in our 
company had been working with me for 
years we had developed some bad habits. 
I was used to giving the orders and my 
associates were following them. Actually 
I was running a one man show and didn’t 
even know it. 

As time went on I recognized that | 
had to change the nature of my job in 
order to create an atmosphere that would 
attract and hold capable men. Instead of 
giving orders | had to learn to delegate 
authority and responsibility. Once this 
was done we were able to separate the 
wheat from the chaff. In four years we 
had a 200% turnover in our executive 
staff. Now that’s not par for the course. 

One of the principal reasons for this 
high turnover was due to the fact that 
we didn’t know what kind of an organi- 
zation we wanted and the type of people 
we wanted. This was something that only 
time could determine because as jobs 
changed the type of people required 
changed. As time went on our organi- 
zation stabilized and we began to follow 
the formal organization chart instead of 
the informal one. We also learned more 
about selection and the psychologist 
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learned more about us. As a result our 
executive turnover has been reduced to 
less than 5% per year. 

Our organization developed to such a 
point that we had to expand in order to 
provide opportunity for advancement of 
the young men in our company. To do 
this we bought out one of our competi- 
tors in 1950 and in 1953 we purchased 
another company to expand into a new 
field. 

While selection is important. it is only 
the first step in management develop- 
ment. The second step is training. Actu- 
ally our company is a training institu- 
ion. On-the-job training is most impor- 
tant: however, it is not adequate in 
itself. We provide our supervisors. col- 
lege trainees and tool-maker’s appren- 
tices with an opportunity to take evening 
courses at the local colleges. The tuition 
is paid by the company if their grades 
are satisfactory, and the course has been 
approved by management. In addition, 
we provide special training programs 
within our company. We have held class- 
es in supervision, time and motion study, 
operator instruction, role-playing. and 
group appraisal. 

To give you an example of results, 
I should like to tell you about our pro- 
gram for toolmaker’s apprentices. For 


years we were short of toolmakers and 
went into the open market trying to 
steal them from other companies. In 


1948 we started our apprentice program 
and now we have an adequate number 
of toolmakers, most of 
trained in our own plant. 


whom were 


Local Schools Provide 
Apprentice Tool-makers 


The local technical high schools send 
us some of their better graduates at the 
end of each school year. We give these 
applicants aptitude and _ psychological 
tests and pick the cream of the crop. 
These young men are trained for four 
years in the various phases to tool-mak- 
ing during which time they take engi- 
neering courses selected by management 
at night. Provided their work is satis- 
factory in our plant and in college. they 
are deferred from military service for 
the period of their apprenticeship. Since 
our program is six years old we now 
have a number of men in our plant and 
in the military services for whom we 
have plans for development as _tool- 
room foremen, manufacturing engineers 
and production supervisors. At present 
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our tool design is being done by one of 
our former apprentices. 

It is company policy to hold a grow 
appraisal on all supervisory emplovees 
once a year. By means of this technique 
we obtain the opinion of a man’s super. 
visor as well as that of others who have 
had an opportunity to observe the men, 

The purpose of the group appraisal is 
to help the man that is being appraised 
do a better job. Many times a superviso: 
is too close to his men to get an impar- 
tial view which is necessary for him t 
think objectively about his men. 


Developing People Is 
Number One Activity 


One of the by-products of group ap- 
praisal is the fact that the men who par- 
ticipate have the opportunity to see the 
problems that exist in other depart. 
ments. By so doing they often learn by 
the failures of others not to make the 
same mistakes in their own department. 
For this reason we feel that the grou 
appraisal technique is a good manage- 
ment development tool. 

In our organization we have paid con- 
siderable attention to our personnel pro- 
gram since it is our philosophy that 
management is things done 
through people. While we have made a 
lot of feel the 
our company had made was due to its 


getting 


mistakes, we progress 
people. Therefore, we plan to continue 
to make people our number one activity. 

Now I am going to tell you about our 
production problems in the post war pe- 
riod. It was a sellers market; 
didn’t 
production was inadequate. 


vel we 
to sell because our 
Although 


our manufacturing methods were good. 


have much 


our output was low. When we started to 
measure the productivity of each worker. 
we found we were getting about 50% 
of standard as an average. Our super- 
visors used this information to increase 
the productivity of the employees with 
low efficiencies. As a result we were able 
to raise our output up to 75% of stand- 
ard. We then installed a wage incentive 
system in 1947 and paid for production 


above 100°. Our plant is now operating 
at an average efhiciency of 125%. See] 


Schedule A. 
Since we were able to increase our 


(On following page.) 


production by 150% by means of our 


: : t 
incentive system. we were able to expand | 


our business by 150% without any capi- 
tal investment. By operating a smaller 
plant we require less supervision and 
this saving alone has more than offset 
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he -ost of establishing and maintaining 
ur incentive system. 

Some of the advantages we obtained 
from the wage incentive system are as 
follows: 

Management is forced to spell out 
exactly what each employee is supposed 
‘o do and exactly how the operation will 
be performed. This results in a known 
labor cost per operation. 

2. Each operator goes into business 
for himself. He has the maximum in- 
ducement to greater production, improv- 
ing his earnings by his action alone. 

}. The operators put pressure on in- 
direct labor and management in order 
to get efficient production. This results 
in putting pressure on production from 
the bottom up instead of top down. 

We use the Work Factor System of 
measured time values. It involves more 
work and requires better time study 
men. but the results justify the effort. 
It forces the standards engineer to make 
a motion analysis of each operation. 
Thus. idle time on a poor work arrange- 
ment is pointed out to the tool engineer 
hefore the operation gets into the shop. 
This is much better than having opera- 
tors find a better method and beating the 
standard. 

To show the efficiency of our direct 
labor. we issue a weekly production re- 
port for each department and the plant 
as a whole. It compares actual hours 
versus standard hours and represents our 
production efficiency. While this report 
is issued on a weekly basis, each depart- 
ment head is given a daily report, by 
noontime, covering the previous day’s 
production. We have found it most im- 
portant to get this information into the 
plant promptly so that the supervisors 
can follow the jobs giving trouble. 


Measure Extra Costs Besides 
Production Efficiency 


Our Production Efficiency Report also 
measures extra costs and the items which 
are included are as follows: 

1. Production below standard due to 
operator inefficiency. 

2. Production below standard due to 
conditions beyond control of operator. 

3. Repairs made on defective produc- 
tion. 

1. Lost time. 

All these extra costs are added and 
measured the total standard 
hours produced. This percentage repre- 


against 


sents our extra production costs over 
standard. 





Schedule A 
Production Efficiency vs. Standard 


25% With Wage Incentive 
100% Time Study Standard 
75% With Work Measurement 
50% Without Work Measurement 
25% 


Schedule B 


Before After 
Report Report 
% Standard % Standar« 
Hours Hours 
Cause of Variance Produced Produced 
Operator Below 
Guaranty 9% 3% 
Beyond Operator 


Control 15% 5% 
Repairs 6% 3% 
Lost Time 5% 1% 
Total Extra Costs 35% 12% 


Schedule C 
Indirect Labor (I.L.) vs. Direct Labor (D.L.) 


Without With With 
Work Work Wage 
Measure Measure Incen- 
ment ment tive 
Actual I.L. 
Hours 100 100 100 
Actual D.L. 
Hours 100 100 100 
Std. D.L. 
Hours 
Produced 50 75 125 
% I.L. vs. 
Actual 
D.L. 100% 100% 100% 
% ‘.L. Vs. 
Standard 
BD... 200% 133% 80% 











Experience has shown us that it is just 
as important to measure extra costs as 
well as production efficiency. This is due 
to the fact that a department that is con- 
centrating on production can neglect 
costs and quality. If the extra costs are 
not measured, they can be lost in the 
shuffle. See Schedule B. 

Indirect labor is becoming a very im- 
portant factor in manufacturing opera- 
tions since the amount required increases 
as operations become more complicated. 
Thus it becomes more important than 
labor 
Since it is dificult in small plants to 
establish the 
nature of indirect labor, we measure it 
against direct labor hours. While this 
is not a perfect measure, it has enabled 
us over a period of years to establish 


ever to measure indirect costs. 


standards due to varied 


historical records 


and to keep indirect labor costs under 


standards based on 
control. It is important to measure in- 
direct labor hours against standard di- 
rect labor hours produced rather than 
actual hours. See Schedule C. 

Years ago we had all kinds of trouble 
between production. Sales 
claimed that production was always out 


sales and 


of stock on the items that were selling 
and production claimed that sales was 
not selling what we had in stock. The 
reason for this was that production was 
based on past sales. Thus we were op- 
erating in the past instead of the future. 
To overcome this dificulty, we made 
sales responsible for providing a sales 
forecast. This is done monthly on our 
popular items and quarterly on the un-’ 
popular numbers. An analysis of our 
sales showed that 25% of our items rep- 
resented 75% of our sales. Thus by 
maintaining close control on a limited 
number of items, we are able to control 
the bulk of our production. 

Since sales is familiar with business 
conditions, competitive situations and 
new markets, they are in a position to 
tell what should happen rather than hav- 
ing production tell sales what has hap- 
pened. Furthermore, since sales has as- 
sumed the responsibility for telling pro- 
duction what to make, they have also as- 
sumed the responsibility for selling what 
they forecast. As a result of this ar- 
rangement many of the problems that 
existed between sales and _ production 
have been eliminated. 


Inventory Policy Keyed To 
Variations In Sales 


We used to have a very simple in- 
ventory policy since we carried 90 days 
stock of all raw materials. This policy 
worked when our line was small; how- 
ever as our line grew we reached a point 
where we couldn't find space to store 
our inventory or money to pay for it. 
We made an analysis of our material 
consumption for one year and found that 
our purchases varied from less than 
$100 to over $100,000 per year per 
item. Then we realized that we had to 
develop an inventory policy that made 
allowances for the wide variations in 
consumption. Upon completion of our 
inventory analysis we decided to main- 
tain a 


& 


30 day inventory on all items 
where our consumption exceeded $10.- 
000 per year. Since this is a small stock 
and inasmuch as we do have weekly vari- 
ations in sales, we must control the in- 
ventory of these items closely and do 
this weekly. 

On items where our consumption is 
less than $10,000 per year, our inven- 
tory varies from two months to twelve 
months and the amount of inventory 
carried is determined by the economic 
purchase quantity and economic produc- 
tion lot. 








With our new system we found that 
our inventory on under $10,000 per year 
items increased from 90 to 120 days 
average. Under the old system this rep- 
resented 25% of the total and under 


the new system 33%. 


Our inventory on our $10,000 per 
year items was reduced from 90 to 30 
days. Under the old system this repre- 
sented 75% of the total and under the 
new system 25%. 

Thus by changing our inventory pol- 
icy and system we were able to reduce 
our inventory by 42%. This enabled us 
to improve our working capital position 
and release warehouse space for manu- 
facturing purposes. See Schedule D. 

During World War II the government 
made us use statistical quality control 
against our will. After our organization 
had mastered this technique, we decided 
to use it on all of our production. Qual- 
ity control has given us the following 
benefits: 

1. Rejects have been reduced. 

2. Repairs have been reduced. 

3. Since our production workers par- 
ticipate in sampling, they take more 
pride in their work. 

1. Weekly performance charts are 
posted in each department which makes 
employees conscious of quality. 

5. Management knows the quality of 
its product and can have confidence in 
it. 

In our attempt to take advantage of 
big business methods we installed a 
punch card office system in our Ac- 
counts Receivable, Accounts Payable. 
Invoicing, Production Control and In- 
ventory Control and Sales Analysis. Our 
operating policies had to be changed to 
accommodate the requirements of this 
system. It was so inflexible that it be- 
came our master instead of our servant. 
Reports came out long after they had 
served their usefulness. 

When it became clear that for our ap- 
plication the system was too compli- 
cated, we reviewed and 
concluded that we had made an error 
and went back to manual record 
keeping. However, before making the 
switch, we reviewed our needs and de- 
veloped a new system that was up to 
date with our current requirements. 

At present we are handling a volume 
that is 75% in excess of what we had 
when we operated our punch card sys- 
tem. Our payroll for this operation has 
not increased and we are no longer pay- 
ing a rental fee of $1500 per month. 
With our current system our records are 
coming out on time, and we are provid- 
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our situation 


ing the controls required for effective 
management. 

The experience of our company with 
modern management methods was most- 
ly by trial and error. When we got 
ourselves in trouble, we usually recog- 
nized the danger signal and did some- 
thing about it. The ability to recognize 
danger signals is most important since 
you can’t afford to make the same mis- 
take twice. Your batting average must 
be over .500 or you won't survive. 

From our experience we have learned 
that most of our mistakes were due to 
our failure to plan. We were always in- 





Schedule D. 
Comparison of Inventory Investment 


Old System New System 


REDUCTION 
IN INVENTORY 
42% $ VALUE 


ITEMS OVER 
$10,000 YEAR 
75% $ VALUE 
90 DAYS STOCK ITEMS OVER 
$10.000 YEAR 
25% $ VALUE 
30 DAYS STOCK 
ITEMS UNDER 
$10.000 YEAR 
25% $ VALUE 
90 DAYS STOCK 


ITEMS UNDER 
$10,000 YEAR 
33 $ VALUE 

120 DAYS STOCK 











volved in operating problems and there 
were all kinds of fires to be put out. We 
were running on a day to day basis 
and were concentrating on fire-fighting 
rather than fire prevention. 

Planning is now our No. 1 project. 
It is being started at the top and passed 
down the line. Right now we have plans 
to double our business within the next 
three years. This is no secret and our 
whole organization knows our goal. 

While our plans are not complete. 
they have been outlined in broad princi- 
ples covering our new products, pro- 
duction facilities and organization. We 
are now in the process of developing 
the details and time schedules for our 
plans. I know that despite all our plan- 
ning we will make our share of mistakes. 
Nevertheless, | am confident that we will 
fare much better since we are looking 
ahead instead of back. 

The progress which we made with 
modern management tools was due in 
part to the management consultants that 
worked with us. They showed us the way 
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that was followed by others and _ in. 
spired us to give some of their tech. 
niques a trial. 

In a small business it is easy to be. 
come smug and ingrown. Therefore. it 
is important to have an outside influence 
keep you on the right course. Many 
times management needs something 
that the staff is not capable of creating. 
In cases like this, small business can 
supplement its staff with a consultant 
and is then able to take advantage of 
the management tools used by big busi. 
ness. 


In using consultants we are guided 

by several principles: 

1. We make arrangements only with 
men who are specialists and mas- 
ters of some skill which we re- 

quire. The best is none too good. 

2. We work closely with these con- 
sultants so that the program de. 
veloped is mutual and is accept- 
able to our organization. 

3. We provide for a transfer of skill 
from the consultant to our staff 
by making the consultant responsi- 
ble for training. 

1. We provide a follow up by the 
consultant with our staff to see 
that the program can be carried 
out. 

9. We are using specialized consul- 
tants in the following areas: 

A. General Management 

B. Personnel 

C. Office Methods and Procedures 
D. Industrial Design 

KE. Design Engineering 

F. Electrical Engineering 

G. Time and Motion Study 

H. Quality Control 

I. Advertising 

J. Taxes 

The introduction of any new manage- 

ment tool requires sponsorship by top 
management, not lip service. If top 
brass isn’t behind a project, everyone 
down the line knows it and it’s doomed 
to failure. 

Flexibility is a requirement for the 

introduction of any new technique. This 

is a characteristic which is rarely found 


in big business. Small companies can j 
make use of this advantage by teaming | 


up their staff with good management 
consultants to develop techniques re- 
quired to suit their individual needs. 
In my opinion there is no reason why 


small business can’t take advantage of | 


that 
END 


the scientific tools 


helped make big business big. 


management 





APRIL 

















=MENT APRIL, 1955 








































1 in. 

tech. Now Ready... PROCEEDINGS 

i of the SAM Conference on the 

re. it GUARANTEED ANNUAL WAGE ie aon 

lence 7 a al .eyInd 

a - yo DET se (Strif —? 

thing OS ne quick UAiyal WAC i hie: trife Looms 

ting eo ¥S On Annual Pay 

ean CONTENTS see “seals mind 
: anne ock wlectrica quipiment 

— Definition Of Guaranteed Annual Wage . 

‘ of C. Wilson Randle, Dir. of Research, ne gud aaineuena ae 
)USI- 





Booz, Allen & Hamilton 


Unemployment Compensation And 
Wage Guarantees 





al equipment, rubber and 


eem unavoidable this 





sue of the guarantee 





SAW) demand, spokesm: 





ided 


ment indicated yester 











Sopp 

Richard C. Brockway, Exec. Dir., teagemest. atthe Motel Rooces 

with Div. of Employment, N. Y. Labor Dept. , eae se 

ee 12 ama” Impact Of Current C.1.0. Version Of ws Set ae 

+ ee _ GAW On Unemployment Compensation acco te elsins. 

iene Stanley Rector, Legislative Dir., sie on the 

= Unemployment Benefits Advisors, Inc. rstacirers 
ae Company Planning For Employment ree aed 
™ Stabilization : 

-cept- 





Arthur Felton, Consultant 
Bruce Payne Associates, Inc. 


"skill 





Will The GAW Stabilize Employment? — ¥$ a 

stafl Millard C. Faught, Business Economist ould acd up io the bigest package 

teas Employment Stabilization And The GAW A 

David Lasser, Research Dir., 1UE-CIO rdw an wrveae ee an bor 

y the What Does The Guaranteed Annual co wel sd Intense 
0 see Wage Mean To The Average Business? weet 


irried 


Frank Rising, Gen. Mgr., 
Automotive Parts Mfgrs. Assn. 


onsul- Company Experience With Guarantee Of 





trike predictic 


Work Or Wages nin 
We snelyaed Wm. E. Schlender, Dept. of Bus. ertial election of 19% and 8 Tok 
n commodity . s 


Late in Jang 


In the disculii 
alk, some of ty 
talk him into 
d And one of th 
aures with the flat 
mere would 
Ereak” in co: 


Organization, Ohio State University 


Economic Implications Of The 
Guaranteed Annual Wage 
Prof. Jules Backman, N. Y. University 


one of 
myths 
many speculatoy 




















said that no employer-paid plan si 
osses—becai School of Commerce ‘ilar to the UAW or CIO plan of com- 
breaks in the pany-paid supplemental benefits to 
7 t ha’ ey e laid off workers had been approved 
A A Facing The GAW Demands At The |by the Steve Department of Laker 

wt \ such lor integration wi tate joble: 

Sea ae on ining Tabl a 
ccalfie Sete gaiteed Stic Bargaining Table “Several, supplemental _pasment 
i issue - as 3 sit or | e plans. including one or more result- 
we wath — \ Hira m S. Hall, rom collective bargaining, have 
\ wo EE ETERS yeas Ue <2 eed 
a . | Continued pn & 
Labor Relations Consultant 






















inage- SAM Members: $5.00 
; i) Non-Members: $7.50 coy YORK anes ne 

op qHE SEX — ce answers (0 Soi. “EN 

a KRED er secstmores Soom asians 
shee STRIKENS : (Riss sere or fore 
yomed s \)\ ANNUAL WR . \s rt AsiNk 
Enclosed is my check for.............copies of the Proceedings ay Exeetie SOP e (En 

yr the of the SAM GUARANTEED ANNUAL WAGE Conference ws Roney nary THO 


sRevolu' 








. This 
found 


‘Ss can 


TT NT Re ee Te TERRE NE NOY 


; OE SRS SEIN LTA LE TOOT NLR TT IOP 
aming 


ement 


PPPPTTTTTTTTTITITITIT itt 














t , ne employs ; 
men to’ the\winere | S'o00 in 
Mr pe sentatives ey inion -\from cation rere 
ment TPL sored UAE sinins UN | now yon, Lomo 
= = Y CEMENT OF AGEM see a ra Ng ne DO See a 
* » an ar -rou! ott. uve { nal 
SOCIETY FOR THE ADVANCEM MAN ENT mopported ear FOUN yayrotlh| reatN® ied Oped ah 
rupted —* censones i nrest— |) orkers: mn rec ental 
needs wen Surin <yutioNAFY termine wnat or pee ould a 
Ss. - “. mos fac mati os, 1K 
was at the pave quto’ re 30 4 mil 
j 74 Fifth Avenue, New York 11, N. Y. ra abst tng wena nat ere as ont Carton 
n why = a gust mean «uy Ure 
' bs eek 
ise of 
z 


; that 


Order Your Copy Now 
END 








WROE ALDERSON’S wide experience has included the job of Business Specialist 
in tte Department of Commerce, Market Analyst for the Curtis Publishing Com- 
pany, Economist for the Board of Economic Warfare, and since 1953 he has 
been a Visiting Professor at the Massachusetts Institute of Technology. He is the 
author of numerous books and articles on marketing and market organization. 


Operations Research 
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And Management Problems 


In order to apply Operations Research to management problems one 
must be familiar with the specific techniques of OR and with broad 
types of management problems. This article describes the basic tech- 
niques of Operations Research and explains the types of management 
problems each technique has been applied to. The author also dem- 
onstrates how OR clarifies and reduces managerial uncertainty enough 


to enable sound decision-making. 


A 


interest in many companies. Some exec- 
utives have been sufficiently convinced 
of the value of this new approach to 
set up operations research units. Others 
remain skeptical as to whether it really 
represents anything new or are genu- 
inely perplexed as to its practical appli- 
cations for them. The illustrations of 
the successful use of operations research 
seem far removed from business opera- 
tions. Many of the practitioners of these 
new techniques have had little contact 
with management problems. An attempt 
will be made here to place operations 
research in a perspective compatible 
with a management view of operating 
problems. The examples of potential ap- 
plication will largely pertain to the mar- 
keting function. The same plan of eval- 
uation could be extended to problems of 
production and finance. 

It may be helpful to start out by 
showing how operations research in mar- 
keting is related to marketing research 
and statistical analysis. All endeavor to 
assist in solving management problems 
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NEW TOOL of management, known 
as operations research, is exciting 


but with a difference in emphasis. The 
elements of problem solving are facts, 
findings and recommendations. Market- 
ing research has specialized on the col- 
lection of marketing facts through sur- 
veys or other procedures. Statistics aid 
the analyst in deriving valid findings 
from the facts. His findings include esti- 
mates of market potential and measure- 
ment of the results of selling effort. 
Interest in operations research is fo- 
cused on recommendations. Further- 
more, this interest is definitely chan- 
neled by a particular conception of what 
a problem is and the form that a recom- 
mendation should take. A problem for 
the operations researcher is a question 
concerning efficiency or productivity in 
some operating system. An acceptable 
solution takes the form of a rule of 
action for getting the best results. The 
goal is the same as in conventional eco- 
nomics but the approach is different. 
Operations research in marketing, which 
might also be called operational eco- 
nomics, goes after numerical results 
which can be useful in the given situa- 
tion. The methods it employs in finding 


By Wroe Alderson 
Visiting Professor 
Massachusetts Institute 
Of Technology 


these numbers are drawn from many 
branches of science and mathematics. 
Yet the resulting rule of action can 


often be stated and applied as simply 
as the rule of thumb which it replaces. 

An executive with a problem is an 
individual responsible for decision and 
beset with uncertainty as to the course 
of action to follow. To solve a problem 
is to reduce uncertainty to a point that 
will permit a choice to be made. There 
are at least four levels of uncertainty 
which can readily be distinguished in 
characterizing management problems. 
Many of the new techniques associated 
with operations research can be sorted 
out in relation to these four types of 
uncertainty in management. What fol- 
lows is not presented as an exhaustive 


review of operations research tech- 
niques. Rather, it is intended to show 
how some of its most characteristii 


methods can be utilized in the problem 
solving or decision making process. The 
elements of the four 
broad types of management problems 


uncertainty in 


pertain respectively to allocation of ef- 
fort. control and coordination. informa- 


tion and contact, competitive strategy | 


and value theory. Each of these areas 
and the applications of operations re- 
search will be discussed in turn. 
Allocating marketing effort is the 
same thing as selecting a marketing pro- 
gram. Like any other economic activity 
marketing can be described in terms of 
inputs and outputs. The desired out- 
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puts are the sales of the company’s prod- 
ucts projected over the next operating 
period and are often set forth in a sales 
budget or schedule of market forecasts. 
The inputs are the various kinds of mar- 
keting effort such as selling, advertis- 
ine and sales promotion. In discussing 
the programming problem it is assumed 
that the market forecasts can be taken 
as reliable despite the possible actions 
of competitors. Unexpected shifts in de- 
mand are also ruled out for the time 
being. A further assumption is that the 
program, once established, will be kept 
under effective control and produce re- 
sults as anticipated. 


Programming Marketing 
Activities a Problem 


The point is that the programming 
problem remains even with all these fa- 
vorable assumptions and is often ex- 
ceedingly difficult. The source of the 
dificulty is largely the complexity of 
the operating processes involved. That 
means that there is a large number of 
possible programs, and the analytical 
task of picking the right one is formi- 
dable. The most tangible achievements 
to date are in physical operations such 
as warehousing which are the aspects 
of marketing most closely resembling 
manufacturing. The warehouse expert 
controls cost by minimizing the move- 
ment of goods required in storage and 
order filling. One step in accomplish- 
ing the result is to arrange products 
along the assembly line in accordance 
with Zipf’s principle of least effort. That 
is to say that the greater the number of 
pieces or pounds to be moved the closer 
the item is kept to the loading dock. 
warehousing 
benefits the 
of products. It pre- 
efficient use of me- 


Operational analysis in 


produces other beyond 
proper positioning 
pares the way for 
equipment and ac- 


the 


chanical handling 


counting machines and for func- 
tional design of warehouses. 

Operational analysis is making head- 
way in other aspects of marketing. Re- 
quirements as to the number and size of 
trucks for a delivery operation have 
been determined by balancing the cost 
of movement over the road against the 
cost of waiting time. Principles of lay- 
out for display in retail stores rest on 
a balancing of the traffic created by a 
product against its response to traffic 
created by other products. Some excel- 


} lent work has been done both theoreti- 


i cally and practically on store location 


and urban land values, but the opportu- 
nity is wide open for the development of 
more precise optimization formulas in 
this field. 

Much of economic discussion centers 
on the optimum allocation of effort or 
resources. The analytical tool favored 
for this purpose by economists is mar- 
ginal productivity analysis. Essentially 
this that each type of effort 
should presumably be used up to the 
point where the last dollar spent in each 


means 


of these directions is equally produc- 
tive. There are cases in marketing where 
excellent results can be obtained by this 
method used in conjunction with mul- 
tiple correlation analysis. Management 
is not always free to make marginal ad- 
justments in marketing any more than 
in manufacturing. Most types of effort 
should be maintained at some minimum 
level or dropped altogether. Some meth- 
ods or channels are directly incom- 
patible and cannot be used together. 
These and 
ginal analysis are equivalent to saying 
that many operations have a structure 
which sets limits to the number of feasi- 


other restrictions on mar- 


ble programs. 


Linear Programming Versus 
Trial-and-Error Method 


Here lies the opportunity for a devel- 
of 
known as activity analysis or linear 
programming. No attempt will be made 
to describe these methods but only to 


oping aspect operations research 


say in simple words what they are in- 
tended to do. Linear programming sets 
out identify 
among the feasible programs or ways 


to the most favorable 
of combining the possible activities or 
processes in a system of action. Starting 
with any given program the method 
enables the analyst to find a more pro- 
ductive one if it exists, then a still better 
one and so on. This may sound like a 
rather advanced form of trial and error 
but it is distinctly superior to informal 
trial and error with no reliable means 
of weighing one plan against another. 

There are serious computational difh- 
culties in the more complicated pro- 
sramming problems. However, it fre- 
quently turns out to be an aid to insight 
to set up the problem in this form. In 
this connection an attempt to apply 
linear programming may revitalize some 
of the older more conventional 
analytical procedures. Sales analysis 
and distribution cost analysis in skillful 
hands can still lead to marked improve- 


and 


ments in marketing 
might acquire a new 
garded as means for 


operations. They 
significance if re- 
obtaining the pa- 
rameters needed for carrying out linear 
programming. It might equally well 
turn out that linear programming would 
provide a conceptual framework giving 
point and direction to the older types 
of analysis. Operations research in its 
very nature embraces any existing 
method that can help solve a problem 
rather than introducing a new one pure- 
ly for the sake of technical virtuosity. 


Control and Coordination in 
Marketing Systems 


In the second class of problems. as in 
the first, the aim of the operations re- 
searcher is to find an appropriate op- 
timization formula. That is to say that 
he is offering analytical help to man- 
agement in mimimizing costs, maximiz- 
ing results or identifying the best possi- 
ble pattern of activities in a complex 
operation. The chief difference is that 
the discussion from here on must take 
of further of 
tainty. In the first case uncertainty for 
management was largely the result of 
complexity and not of contingency with 
respect to control of the problem situa- 
tion. In this section we drop the assump- 


account factors uncer- 


tion that management is dealing with a 
well-oiled machine. The individuals or 
organization units involved in the op- 
eration are recognized to the semi-inde- 
pendent but are susceptible to manage- 
ment. That is to say that they are willing 
to be coordinated to the extent that there 
is a common interest in results. The best 
means of control and coordination may 
become the key management problem. 
In the of Chester Barnard. the 
function of the executive in large or- 


view 


ganizations is not to engage directly in 
maximizing behavior but to keep the or- 
organization tuned up so that it will 
operate at an optimum level. 

The techniques of operations research 
can assist management in coping with 
uncertainty at this level as well as in 
programming and allocation. This par- 
ticular phase of operational analysis 
is called control and communication 
theory. In one of its versions it has 
been given the name cybernetics which 
freely translated is “steersmanship.” 
The mathematics of the field have been 
developed by such diverse specialists 
as neurologists and electrical engineers. 
But while cybernetics has made a sub- 
stantial contribution to an understand- 
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ing of servo-mechanisms and of the ner- 
vous system, applications to operating 
organizations are only in the beginning 
stages. A central principle of control is 
called negative feed-back. That means 
that when the operation moves beyond 
the control limits the information is fed 
back along appropriate channels so that 
correcting action can be taken. Human 
systems of communication and control 
are subject to difficulties similar to those 
of mechanical systems. The message 
may be obscured by noise or interfer- 
ence. There is frequent danger of over- 
loading the channel. The channel may 
fail because it is not a closed circuit. 
The feed-back may produce over-com- 
pensation so that the system oscillates 
further and further out of control. 


Model of Cooperation Includes 
Data Feedback 


None of the purely mechanical 
models quite comes to grips with the 
basic process and motivation of human 
cooperation. It should be readily possi- 
ble to extend the theory as soon as the 
issues have ben clearly drawn. In a 
cooperative setting each individual per- 
forms a specialized function on the ex- 
pectation that other individuals will be 
performing related functions and the 
total program will proceed in a satis- 
factory manner. The performance of 
each participant depends in part on his 
confidence in the performance of others. 
Often one participant must have definite 
knowledge of the action of the other in 
order to proceed with his action. One 
may be responsible for initiation of ac- 
tion and another for detailed execution 
of action. 

The elementary model of cooperation 
would consist of two participants with 
the action of each conditioned in some 
degree by a feedback of information 
about actions taken by the other. The 
study of such models might be extended 
step by step to take account of larger 
cooperative systems. That type of model 
has already been employed in studies 
of the inventory problem. The coordina- 
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tion of any sequence of steps or the 
balancing of production and selling ac- 
tivities is a problem of this general 
character. After the parameters of con- 
trol have been established by operations 
research it may be possible to design 
electronic devices or other mechanical 
means to facilitate coordination. 


Another type of study in this area is 
that directed toward improving an or- 


ganization structure to permit more ef- 
fective cooperation. One of the tech- 
niques of operations research is the op- 
erational experiment. This means setting 
up a probability model which has a 
structure paralleling an actual or po- 
tential operation and then putting it 
through an operating cycle. Thus, in a 
situation involving a waiting line of 
units to be serviced, the arrival of units 
on a random basis over time can be 
simulated by pulling numbers from a 
table of random numbers. The capacity 
required to maintain a given standard 
of service can be estimated in this way. 
Because of the relatively low cost of 
securing data by these so-called Monte 
Carlo methods it will be possible to try 
out several alternative patterns of opera- 
tion on paper before putting any one 
plan to the final test of action. One of 
the side advantages of such a procedure 
is that of minimizing the number of ad- 
justments which have to be made after 
a plan is put into effect and which can 
have a very adverse effect on morale. 
One important field of application 
would appear to be in the management 
of marketing channels. Any new policy 
may tend to favor one type of cus- 
tomer to the dissatisfaction of others, so 
that damage is done either by changing 
it or by attempting to hold the line. 
There is a high premium in such cases 
on being approximately right the first 
time, a result which might be achieved 
more readily by using operational 
models. 


Search Theory and 
The Problem of Closure 


The first section proceeds on the as- 
sumption that the operation to be pro- 
grammed is fully controlled. The second 
section drops this assumption to take 
account of cases in which the problem 
of control is crucial to the system of 
action. In this third section we drop the 
assumption that management is dealing 
initially with a closed system. The cru- 
cial problem then becomes that of 
achieving a sufficient degree of closure 


ADVANCED MANAGEMEnh] 


to permit an operation to be completed, 
A supplier searching for customers jg 
able to market his goods only to the ex. 
tent that he make successful contact. 4 
buyer searching for goods is similarly 
seeking to effect the closure in the sys. 
tem which is necessary to the continuity 
of the processes in which the goods are 
to be used. Problems of control and of 
programming may remain to be solved 
but they are naturally subordinated in 
many cases to the primary problem of 
contact and closure. 


Shopping Behavior Studied 
With Probability Models 


The probability models required for 
this phase of operational analysis can 
be derived from what is known as search 
theory. To do this the analyst must pro- 
ceed in terms of basic conceptions and 
not rely on superficial analogies. In 
physical terms there is very little re- 
semblance betwen a plane sweeping over 
miles of ocean looking for submarines 
and a consumer examining retail as- 
sortments looking for a dress. The basic 
similarity is that both must be guided 
by some sort of a priori estimate of the 
probabilities of finding what they want. 
These probability estimates may under- 
go change in the course of the search, 
but from moment to moment may affect 
decisions as to look and 
whether to break off the search or con- 
tinue. Work now being done on con- 
sumer shopping behavior is making use 
of such probability models and appears 
to be yielding significant results. The 
study of actual shopping trips in turn 
has led to the development of psycholog- 
ical tests having the same _ probability 
structure as shopping. In these tests it is 
possible to control and to modify the 
parameters and to gather data much 
more rapidly and economically than 
could be done through collecting fur- 
ther data on actual shopping trips. 

In seeking to establish contact with 
customers the marketing organization is 
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trying to reduce uncertainty by achiev- 
ing operating closure. This function can| 
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be performed with greater assurance if] "tl 
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the seller takes account of the dimen- T 
sions of uncertainty confronting the buy: whi 
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er. One objective of every supplier is to of 
. ° ri ( 
induce a certain number of customers to} 
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buy with confidence and to regard him Te 
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as their regular source of supply. At the i. 
same time the supplier who endeavors ' 
a mi : » peti 
to expand his position in the market :. 
must attract some customers who are} ~ 





SEMEN] 
pleted, 
lers js 
he ex. 
act. A 
uilarly 
1e sys. 


Hinuity 
ds are 
ind of 


sol ved 
ted in 
em of 


ed for 
is can 
search 
st pro- 
1s and 
es. In 
tle re. 
2 over 
larines 
iil as- 
> basic 
ouided 
of the 
want. 
under- 
search, 
affect 
k and 
yr con- 
n con 
ng use 
ppears 
s. The 
n turn 
‘holog- 
ability 
sts it is 
ify the 
much 
than 
2 fur- 
s. 
t with 
tion is 
achiev: 
on can 
ince if 
dimen- 
1e buy: 
=r is to 
ners to 
rd him 
At the 


leavorst 


market 
ho are 


APRIL 1955 


habitually buying from his competitors. 
To do this he may undertake to plant 
joubts in their minds and may be said 
be increasing the degree of uncer- 
intv they experience. However, if he 
has a legitimate claim upon their atten- 
tion he may simply be making them 
situa- 
ion and suggesting that his product 
an help solve their problems. There is 
conflict of interests here 
ince consumers, like persons playing 


aware of actual hazards in their 


no necessary 


ny other economic role, may have to 
be made aware of problems before they 
can undertake to solve them. It is be- 
lieved that operational analysis of this 
ype can have an impact on many as- 
pects of marketing, including advertis- 
ng and retail assortments and display. 


Problems of Competition 
And Conflict 


In all of the previous sections, with 
heir varying assumptions as to closure 
ow control, the discussion pertains to 
an operating system in which there is 
ome community of interest among the 
participants. In this final section the re- 
ality of conflicting interests is recog- 
nized. Conflict may exist between organ- 
zations or within an organization. Ex- 
ternal conflict is typified by competition 
among large scale enterprises. It is 
among large companies that manage- 
ment can conceive of marketing strat- 
egies and in turn must take account of 
the strategies of their competitors. An 
effective strategy often takes advantage 
of some special character of the firm 
which employs it and may be difficult 
to counter in precisely the same terms. 
Competitors may not have a good an- 
swer available and are able only to 
choose strategies which tend to minimize 
the degree of competitive injury suf- 
fered. A firm may be forced to employ 
purely defensive means for some time 
until it finally matures a plan of counter 
attack which makes use of its own nat- 
ural advantages. In intensively compe- 
titive industries there may be observed 
an ebb and flow of competitive advan- 
tage not unlike a succession of military 
} battles or campaigns. 

The division of operations research 
which can provide models for this type 
of competition is game theory. In some 
games there is a point of balance be- 
tween the players representing the worst 
that can happen to the stronger com- 
» petitor and the best that can be achieved 
) by the weaker one. That kind of stable 





adjustment has been reached among 
large competitors in many instances. 
Game theory also provides models for 
competitive situations without this type 
of stability. Game theorists are working 
actively toward the consruction of 
models which can stimulate a greater 
range of competitive situations with 
greater fidelity. Some applications have 
already been made in business and ac- 
celerated use can be expected as the 
theory progresses. There is no substi- 
tute for managerial experience and re- 
sourcefulness in devising or meeting 
competitive strategists but an orderly 
framework for evaluating possibilities is 
useful to the sharpest competitors. 

There are a number of economists 
and operations researchers who are at- 
tempting to cope with conflict of values 
within an organization. Schemes have 
been devised for rating objectives and 
working toward a point of compromise 
by successive trials. Conflict of values 
affects many types of economic activities 
starting with household _ purchases. 
There are doubtless many families lack- 
ing anything approaching a stable ex- 
penditure budget because of the lack of 
agreement on basic family goals. These 
tensions with respect to family require: 
ments may often reflect still deeper ten- 
sions including basic conflicts within 
the individual personality. 


Conflicts Often Resolved 
By Appeal To Broader Criteria 


The resolution of conflicts can range 
over into the areas of ethics and psy- 
chiatry but they are not thereby ex- 
cluded from the interests of the opera- 
tions researcher. He may properly take 
on the assignment of finding a proced- 
ure for resolving conflicts within an op- 
erating system if that is the crucial 
problem which is interfering with pro- 
ductivity. Conflicts at one level of con- 
sideration are sometimes resolved by 
appealing to criteria pertaining to some 
broader level. Conflicting goals in a 
single organization unit may have to 
be resolved in terms of the aims of the 
whole organization. Conflict in short 
range objectives may be reconsidered 
in terms of long range objectives. Some 
conflicts cannot be resolved at all within 
the existing frame of reference. Manage- 
ment must decide when to fight and 
when to seek constructive compromise. 
The analysis of the factors involved in 
the conflict is therefore an appropriate 


topic for operations research. END 








A National Materials 
Handling Week 


Extension of remarks of Hon. Peter 
W. Rodino, Jr., of New Jersey, in the 
House of Representatives on Tuesday, 
January 11, 1955. . 


Mr. Speaker, I wish to direct 
my remarks in behalf of my 
resolution proclaiming a Nation- 
al Materials Handling Week. . . 
The American Society of Me- 
chanical Engineers has a divi- 
sion devoted exclusively to ma- 
terials handling, as does the 
Society for the Advancement of 


Management. 


With the increasing interest 
in materials handling, it became 
evident that a national organiza- 
tion composed of local chapters 
was needed. So, in January 1949 
steps were taken to form the 
American Materials Handling 
Society, Inc. . . . Since 1949 the 
society has grown to 34 chapters 
in the United States, from coast 
and 


to coast, 5 chapters in 


Canada... 


Because materials handling is 
so basic to our whole econ- 
omy, the economy of the great- 
est manufacturing country the 
world has ever known, the 4,000 
members of this growing society 
and myself urge the enactment 
of this special legislation setting 
“National Materials 


Handling Week” 


pay 


aside a 





a week to 


tribute to the man who 
pushes the wheelbarrow and to 
all the men who contribute to 
our vast production lines. Each 
one of them is doing his share 
in making our life more com- 
fortable and secure in peace- 
time. and giving us greater pro- 


tection in wartime. ... 











Hugh A. Bogle 


SAM 
General 
Chairman 


Upon his graduation from the University 
of Tennessee in 1929, with a degree of B.S. 
in Dh.E., Mr. Bogle went to work for the 
du Pont Company and has been with them 
ever since. His early years with the du 
Pont Company were spent in research and 
production work. Since 1944 he has been 
doing consulting work in the Central En- 
gineering Department. He was recently 
made Assistant Manager of the Manage- 
ment Engineering Section. 


Harry M. Kaiser 
SAM Member 





Mr. Kaiser is Staff Department Manager 
of the Tire Division at the United States 
Rubber Company. He went to the U. S. 
Rubber Company in 1930, beginning in 
the industrial engineering department of 
one of their footwear plants in Indiana. A 
former member of the Taylor Society. Mr. 
Kaiser has continued to take an active in- 
terest in the affairs of its successor, the So- 
ciety for the Advancement of Management. 
He is a former member of the Detroit 
Chapter, is now with the New York Chap- 
ter. He is also a member of the National 
Office Management Association. 


Bruno A. Moski 
SAM Member 





Since graduating from Yale in 1927, with 
a degree in Industrial Engineering, Mr. 
Moski has had extensive experience in 
industrial engineering and plant manage- 
ment with Western Electric, Sperry Gyro- 
scope, Sargent, Colt Fire Arms and 
American Paper Goods. He went to Yale 
and Towne in 1950. He is now Director of 
Industrial Engineering in the Yale Mate- 
rials Handling Division of Yale & Towne 
Manufacturing Company. He has taught 
Industrial Management at Seton Hall Col- 
lege, E. S. M. W. T. program at Yale 
University and Drexel Institute of Tech- 
nology. Mr. Moski is president of the 
Philadelphia SAM chapter and a member 
of the Philadelphia Chamber of Commerce. 
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HE forthcoming Time Study and Methods Conference (April 28. 29, Hj Phe 
Statler, New York City) will mark the tenth annual staging of this af rial: 


which is co-sponsored nationally by the Society for Advancement of Managen The 


and the Management Division, American Society of Mechanical Engineers 
the period of a decade this Conference has become a traditional event. Its im 
on the growth and improvement of industrial management, here and abroad, 
been considerable. Many executives have come to regard this Conference as 
start of their “new year” for planning new improvements in production t 
niques, work measurement and labor relations. 

This year’s program fittingly notes the anniversary aspect of the event. 
speakers include men who not only are present-day leaders in their specia 
but have also been trail-blazers in industrial management for many years jf 
The text books, monographs, articles and speeches of these men would fill sey 
five-foot shelves of management literature. 
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True to tradition, the program stresses the newest and most practical in if! | 


study and methods. The theme this year is “Retooling Management for Co 


tition.” A more appropriate theme for current consideration by managen 


d £00 


This 





would be difficult to imagine. Whereas nothing is happening to change the bf'T® 


ground rules of wholesome, ethical competition in business, there are, ne 
theless, concrete developments whose impact on the competitor may prove | 
and lasting within a very short time. Such developments include the followi 


V. Donald 
Schoeller 


SAM Member 





Mr. Schoeller has been a Management 
Consultant, Job Counselor, Visiting Lec- 
turer and Faculty member at the Wharton 
School since 1947. Prior to that year he 
worked for the American Home Products 
Corporation, the Western Electric Com- 
pany, the Research Machine & Tool Com- 
pany and for the Sherwin Furniture Com- 
pany. He is the author of numerous ar- 
ticles on management, and his forthcoming 
book entitled Office Work Simplification 
and Management will soon be published 


by McGraw-Hill. 









Oliver J. Siz4lliam 






SAM Membe! 
M 
Professor Sizelove, Professor of Ma 
ment at Newark (New Jersey) Colle# ow 
Engineering, has been with that po wil 








since 1936, teaching Industrial Engi 






Undergraduate School. Since 1940 ht 
been acting as consultant to Manag 
and Arbitration with A.A.A., and thegtal t 
Jersey State Board of Medicine. 
beginning his teaching career Mr. Si 
worked with the Diehl Manufacti™an 
Company as an Industrial Engineer. the | 
with the Kolster Radio Corporation. F™ent 
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MM 


29, ql The rapid progress of automation in manufacturing processes and mate- 


this af Teds handling. 
anagen The processing and feed-back of manufacturing data through high- 
. speed, electronic computers. 
oineers ie AS : ; 
Its ian Modified thinking on tariff regulations. 
3 


A peacetime economy gearing itself to the exigencies of a shooting war. 


broad. . ee ae ; : 
Heightened selectivity in the buying habits of the public. 












aa 4 rising rate of company mergers. 
Growing debate on the guaranteed annual wage. 
wai Expanding concepts of community responsibility in managerial thinking. 
=pecial These are but a few of the shifting patterns whose movement and impact 
vears put bold, new challenges to the ingenuity of all levels of supervision in 
‘fill ceyfty S management. As is almost always the case, the impact will be first and 
lest at the points where better products are expected to be made at less 
cal into both the maker and the consumer, and with optimum skill, enthusiasm 
or Con! good will on the part of the working force. 


anagen This year’s Conference is structured to suggest concrete preparation for 
e the orrew’s bold challenges. The very latest and best infomation is presented in 
following areas: production management: industrial engineering technique: 


prove (pet relations; materials handling: cost control: master planning: and com- 














followgltity management. 
J. Siz lliam R. Swett Edward R. 
Aembe! =o Murphy 
r 
ASME Member 
of Maj 
’ College Swett began his business career in Mr. Murphy is Plant Manager of the 









6 with the Firestone Tire and Rubber American Can Company. Newark, N. J. He 
became chief tool and die designer and 
assistant chief designer of machines before 
promotion to his present position. He 
is a member and past chairman of North- 
ern New Jersey’s Chapter 14 of the Ameri- 
can Society of Tool Engineers and a mem- 
ber of the executive committee of Tech- 
nical Societies Council, and is presently 
secretary of Management Division, Ameri- 
can Society of Mechanical Engineers. 


+ and has been consultant to companies 
Manag industries dealing with mining. steel, 
and theftal trades, electronics, textile, paper. 
amic and graphic arts. Mr. Swett has 
Mr. Si@tured at the University of Connecticut 
anufact@ Management. He is a National Director 
ngineet. the Society for Advancement of Man- 
oration. # ment. 


icine. 








Frederick W. 
Hornbruch, Jr. 
ASME 


General 
Chairman 





Currently Mr. Hornbruch is Chief Engi- 
neer of Rath & Strong, Boston. With an 
M. E. Degree he went from Stevens In- 
stitute of Technology in 1934 to Weston 
Electrical Instrument Corporation in the 
Design and Development Engineering de- 
partment. His next job was with Falstrom 
Company as Time Study and Methods En- 
gineer. He went to Bendix Aviation Corpo- 
ration as Industrial Engineer, and Colum- 
bia Machine Works as Production Man- 
ager. Mr. Hornbruch is past president and 
chairman of the board of SAM Philadel- 
phia Chapter, and a member of the execu- 
tive committee of ASME Management Di- 
vision. 


Robert F. 
Mendler 


ASME Member 





Mr. Mendler has been with The New 
York Air Brake Company since 1949, after 
receiving a B.S. in Industrial Engineering 
from Lehigh University where he enrolled 
in 1946 after serving in the Naval Reserve 
from 1940-46. Since going to the Air Brake 
Company Mr. Mendler has served as As- 
sistant Methods Engineer, Interdivisional 
Sub-Contract Coordinator, Assistant to the 
Chief Industrial Engineer. Currently he is 
Supervisor of the Time Standards De- 
partment. 


Matthew J. 
Murphy 


ASME Member 





Mr. Murphy has been editor of FACTORY 
since 1953. was associate editor of the 
magazine for two years before being made 
editor. From 1940-46 he was Assistant 
Vice President of Abraham & Straus. 
Brooklyn, N. Y.; from 1935-40 he was Per- 
sonnel Manager and Training and Research 
Director of Bendix Radio. Before going 
into business Mr. Murphy was an Instruc- 
tor and Assistant Professor at the School 
of Commerce, New York University. He is 
the author of numerous articles on _per- 
sonnel and production management, execu- 
tive development and related topics. 
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RICHARD MUTHER, a former Assistant Professor at Massachusetts Institute of 
Technology, has also taught management at Robert College in Istanbul, Turkey, 
and at the U. S. Navy’s Management and Industrial Engineering School. A rec- 
ognized authority in the field of plant layout, he is the author of “Production-Line 
Technique,” “Practical Plant Layout” and numerous articles and technical papers. 
Mr. Muther is a member of the Society for Advancement of Management. 


ADVANCED MANAGEMENT 





Managing The Plant Layout Function 


Most of the literature on the subject of plant layout deals with tech- 
niques of how to make a layout. The basic management decisions that 
initiate a change in layout and the human problems that go with in- 
stalling a new layout are ignored by most writers. This article discusses 
plant layout from the management viewpoint. It answers these funda- 
mental questions: How much attention should be devoted to plant 
layout? When is it time to change? How can a layout change build 


morale? 


LANT LAYOUT is a management re- 
PF esis. True, much of the fact 
gathering, analysis and installation are 
delegated to the layout specialist, but 
fundamentally even the top management 
of a plant can hardly afford not to be 
interested in the arrangement of its plant 
facilities. 

A friend in Europe made this very 
clear. His plant had been partially 
bombed during the war. In requesting 
reconstruction funds from his stock- 
holders he proposed to rebuild exactly 
as the former arrangement had been. A 
suggestion on a minor detail started him 
thinking—made him realize the poten- 
tialities of a full-scale study. He ended 
up with a fine layout, and three years 
later was even more enthusiastic than 
at first. “My original decision to rebuild 
exactly as before,” he told me, “was not 
prompted by urgency. I just failed to 
recognize layout as one of my responsi- 
bilities.” Then he added, “Let’s hope it 





This article is adapted from the author's 
latest book, PRACTICAL PLANT LAYOUT 
(McGraw-Hill Book Co.. N. Y., 1955). 
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doesn’t take another bombing to get us 
to study our layout again.” 

You think this an exception perhaps. 
But, it is not. Top management, com- 
posed of persons who have not at some 
time had supervision of production op- 
erations, material handling, or methods 
work, simply fail to see the significance 
of proper facilities arrangement. They 
are usually more interested in the design 
of the building from an appearance 
standpoint. 

One plant manager asked me to help 
plan a layout for his proposed new 
building. He showed me only the overall 
floor plan dimensions. | recognized im- 
mediately that they were not satisfactory 
for his operation and began to question 
him about these building plans. Then he 
admitted the building had actually been 
erected five years earlier. “And at the 
time” he added apologetically, “the 
building was given a distinguished 
award for its architectural design.” 

Does this mean that every plant must 
keep a full-time staff of plant-layout 
engineers? Absolutely not. The manager 
of a cotton gin, a flour mill. or an oil 


By Richard Muther 
Management Engineer 
The Vendo Company 
Kansas City, Mo. 


refinery needs to devote relatively little 
attention to layout compared with the 
manufacturer of electrical appliances. 
automobiles, or clocks. For these latter 
companies, layout is a constantly recur- 
ring problem. 

The underlying factors that determine 
the degree of management interest—at 
least from an operating standpoint—are 
shown in the table on the next page. 

This does not mean that layout can be 
neglected in plants with expensive proc- 
esses and a complex of permanent ma- 
chinery. However, most of the layout 
worries in such cases are concentrated 
in the very beginning. This is the time 
when the plans are being developed for 
the entire project: process, machinery. 
layout, and buildings. And it is a time 
when major decisions regarding layout 
are to be made; after the buildings are 
constructed and the equipment is hooked 
up. the layout 
changed. Therefore. management must 


will not readily be 
be sure it places adequate stress on lay- 
out during the early critical planning 
period. 

Where products are constantly being 
redesigned and processes are changing 
frequently, the layout is constantly be- 
ing readjusted. And where production 
volume is also high, plant layout — as 
with process engineering, tool and equip- 
ment-planning, and installation work — 
becomes a rather tightly scheduled ac- 
tivity. Usually relayouts of this kind are 
under the pressure of production sched- 
ules made weeks earlier. 
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The most logical time for a change in 
la, out is when making improvements in 
process, methods, and equipment. Meth- 
ods changes and improvements in ma- 
clinery and equipment go hand in hand. 
And since good layouts are planned ba- 
sically around the machinery and equip- 
ment, they in turn are based on the proc- 
ess and methods. As a result, whenever 
a layout project is in the offing, proc- 
methods should be reap- 
praised. And whenever new methods and 
machinery are being planned, it may be 


esses and 


a good time to re-evaluate the layout. 


Management Activities Related 
To Re-layout 


Managements often overlook other 
opportunities or possibilities related to 
layout. Here are’a few such items: 

1. A layout change affords an oppor- 
tunity to get rid of a lot of bad habits. 
The area involved is going to be changed 
around or relocated; a major physical 
change will be made. Here is an ideal 
time to sweep clean, to break with tra- 
ditions, to shake off any bad practices. 
A company should take advantage of 
this fresh start to streamline the opera- 
tion of the area involved. 

2. A layout change may be made in 
order to permit reorganization or modi- 
fied procedure. A change in supervision, 
in the inspection procedure, or in the 
method of ordering material may actu- 
ally be what is needed and wanted. By 
making a relayout, the desired changes 


can be made a necessary part of it. 

3. Sometimes layout changes are as- 
sumed—or wishfully thought—to be the 
entire solution to a costly problem. At 
one plant there had always been con- 
gestion in a basic department. The new 
layout just installed was functioning no 
better than the previous arrangement. 
The consultant called in to check on a 
proposed third layout pointed out the 
real cause of the problem: limited ma- 
chine capacity on critical operations and 
lack of proper production scheduling. 

1. A layout change gives management 
the opportunity to change a lot of things 
it may have wanted to do but had been 
holding back. One company had grown 
into the unnecessary practice of having 
two men on each lift truck. This had 
long been a source of great expense. 
The new layout overcame the problem 
when truck operations were replaced by 
a monorail conveyor. Later, lift trucks 
we reintroduced in other areas with 
everyone in agreement that it was not 
desirable to have them manned by two 
men. 

More than any others, there are two 
features about layout that frequently go 
unrealized. These are the elements in all 
layouts of compromise and of visualiza- 
tion. 

Like management 
there is some element of compromise in 
each layout. The purely ideal layout is 
seldom practical; there is no such thing 
as a perfect layout. Some aspect of the 
layout must be sacrificed for the overall 
solution, and that 


every decision, 


solution is never 


100 satisfactory to all groups. There- 
fore. the end result can always be at- 
tacked or challenged by someone, when 
looking strictly from one point of view. 
It will save much time and effort if 
both management and layout specialists 
understand this. 

Clear visualization is vital. The layout 
specialist and the manager alike must 
be able to understand clearly what is 
planned and how the actual installation 
will look. Many techniques are used to 
attain this clear visualization. But. some- 
times we misinterpret techniques. For 
example, a chief executive once told me. 
“We want to develop a three dimensional 
model of our layout and do this the 
modern way.” It’s not a question of 
being modern, or of using 3-D models 
because they are “colorful” or “fun.” 
or of “buying” a layout because it is 
prettied-up. We use visualization aids 
to help plan clearly and to help others 
see what has been planned. 


Overseeing a Layout Project 


Managements thoroughly experienced 
with the problems of organizing and 
controlling plant layout projects have 
learned much that tends to insure suc- 
cess. The following points or advice cov- 
er some of this “Insurance.” 

1. Appoint a Group or Individual as 
Head of the Layout Project 

In many instances the layout of an 

industrial plant is left in the hands of 


HOW CONTINUOUS A PROJECT IS PLANT LAYOUT* 


TYPE OF 
LAYOUT 
RELATION TO: einai 


A. Plants requiring major attention 
before initial installation but lit- 


ACTIVITY IN tle or no layout 


regular layout attention 
analysis after 


B. Plants requiring periodic or ir- | C. 


Plants requiring more-or-less con- 
tinuous attention to layout prob- 
lems 





PROCESS OR 
METHODS 

MACHINERY AND 
EQUIPMENT 


PRODUCTS AND 
MATERIALS 


PLANT 
BUILDINGS 


Where basic methods or process 
are expected to remain unchanged 
during the life of the plant 


Where installed machinery and 
equipment — including that used 
for production, handling, storage 
and service—is very lasting, very 
expensive, and very fixed or costly 
to move 


Where products and materials are 
not subject to change for long 
periods of time 


Where plant buildings are less 
permanent than the process, equip- 
ment and “life” of the products 





Where occasional improvements in 
process or changes in methods are 
anticipated 


Where machinery and equipment 
is moderately durable, expensive, 
and fairly difficult to move 


Where products and materials are 
occasionally or irregularly changed 


Where the plant buildings are 
about as permanent as the process, 
equipment and products 


* From PRACTICAL PLANT LAYOUT, McGraw-Hill Book Company 








Where frequent process and meth- 
ods changes—both minor and ma- 
jor—are expected 


Where machinery and equipment 
is short-lived, inexpensive, and 
easily moved 


Where products and_ materials 
change frequently 





Where the plant buildings are 


more permanent than the process, 
equipment, and “life” of the prod- 
ucts 
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the production manager or supervisor 
of the particular area of the plant in- 
volved. When this is done, busy operat- 
ing people are loaded with additional 
duties. They cannot easily find time to 
make the necessary studies and analyses 
that underlie a sound layout. And they 
propably are not acquainted with the 
fundamentals and latest techniques of 
layout planning. As a result, it is usu- 
ally more advantageous to place this 
work in the hands of a specific layout 
group. The group may consist of only 
one man on a part-time basis or in 
larger plants, a department of several 
engineers with adequate assistance. 

With the responsibility fixed, the proj- 
ect can be planned, scheduled, and su- 
pervised readily. Now the individual 
supervisor and all others interested in 
the new layout can bring their points 
of view to a trained specialist who ac- 
tually does the detail work of planning 
the new layout, who gathers and evalu- 
ates the facts, who sifts and weighs all 
ideas contributed, and who is in a posi- 
tion to build the cooperation so essen- 
tial to a successful layout. 

For the manager who feels that his 
plant is too small to justify a specialist. 
the following alternatives are possible. 
A. Assign the project to a committee of 
various people closest to the layout. This 
is practical when the project involves 
relayouts of a minor nature. It can be a 
valuable way to boost interest in plant 
improvements. However, a committee re- 
quires close supervision, is slow in ac- 
tion, and often merely gathers together 
a lot of opinions and draws up a plan 
without objective analysis. 

B. Employ an outside specialist. Consul- 
tants can place at your disposal a man 
trained in layout work and with broad 
experience. For the firm that has an oc- 
casional major layout job, this is fre- 
quently the best answer. 

C. Develop layout engineers from within 
the firm. This is generally done by se- 
lecting a man within the organization 
and making him, at first, the head of 
minor layout projects. He should be en- 
couraged to study the available books 
and magazines covering the field. One 
of the best types of training is to have 
him work on one or two projects right 
along with a layout specialist brought 
in to handle the assignment. 


D. Plant visits to other companies. Visits 
to similar, though not necessarily com- 
peting, companies can be a real stimu- 
lus. And the new developments that 
come from the cross-fertilization of 
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ideas in discussions between the person- 
nel of different firms is so often little 
short of amazing. However, one must 
beware of becoming sold on a system 
that is not applicable to his condition, 
merely because it has worked well for 
somebody else. 
2. Supervise the Layout Work as 
Necessary 
The easiest way to supervise any lay- 
out project is to be sure the group re- 
sponsible is following the guiding funda- 
mentals of good layout. These include: 
(1) Plan the whole and then the de- 


details 

(2) Plan the ideal and from it the 
practical 

(3) Follow the cycles of layout devel- 


opment and make the phases 
overlap 

Plan the process and machinery 
around the material require- 
ments 


(4) 


(5) Plan the layout around the proc- 


ess and machinery 


(6) Plan the building around the lay- 
out(s) 
(7) Plan with the aid of clear visuali- 
zation 


(8) Plan with the help of others 
(9) Check the layout 
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ing personnel. But even when the layout 
job involves a minor relayout in an ex. 
isting plant, a schedule of steps to be 
taken should be made and _ periodic 
checks of progress posted against it. 

Certainly the manager should request 
a check of progress as each phase of the 
layout work nears completion. Otherwise 
he is in no position to determine whether 
costs of the layout proposed are getting 
out of hand, whether all departments are 
being consulted and are cooperating, 
and whether the layout engineers are 
informed on and understand any new 
management views that might affect the 
layout. 

There are basically four phases of 
work in every plant layout project. A 
manager should review progress in at 
least these four places. 

Review Phase I (Location) 

When the Specific area to be laid out 

has been determined. 

Review Phase II (General Over-all 
Layout) 

When approval is requested for the 

general over-all layout plan. 
Review Phase III (Detailed Layout 
Plan) 

When approval is requested for the 

detailed layout plan or for each of 
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(10) Sell the layout plan 

By checking to make sure the layout 
engineer or group is following these 
fundamentals, a manager can normally 
keep himself out of the details. 

In giving out a layout assignment, a 
manager should make a clear statement 
of the project, even though it is at first 
only exploratory. It is important also, 
to give the layout engineer information 
about the plans and policies of the com- 
pany that will affect the layout — new 
products, inventory policy, decentraliza- 
tion and the like. 

When the assignment is understood by 
the layout engineer, a schedule of the 
project should be made. This not only 
spells out the steps to be taken; it allows 
the manager to coordinate other work 
with the layout project. This is of course 
vital on jobs where the layout is only 
part of a larger project of building con- 
struction, product design changes. ma- 
chinery and equipment procurement. 
material purchases. and hiring and train- 


several detailed plans covering por- 
tions of the over-all area. 

Review Phase IV (Installation) 
When the layout is installed and ready 
to turn over to operating personnel. 


3. Balance Forcing Accomplishment with 


Getting Good Results 
A manager out in 


the long run if he presses his layout 


will only lose 
engineers for “some visible plan” too 
quickly. It is the gathering of facts and 
making analyses that leads to the right 
end decision. A manager can best guide 
his layout men by asking them for a 
review of the factual data and analyses. 
thus encouraging a thoroughly sound 
basis for the layout. If a manager needs 
something that looks more “tangible” 
than figures—to show the chairman of 
the board or for some important visitor 
—he should realize that he may be de- 
laying his layout project to ask for them 
too soon. 

At the same time, every scrap of fact 
is not possible to gather and endless re- 
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finement is wasteful. There must be ac- 
tion. for time is a part of every decision. 
The right layout made too late is often 
no better than a wrong one. Since layout 
is a compromise, it becomes easy for 
the lavout engineer to debate and dis- 
cuss and adjust and try out at great 
length to the detriment of “accomplish- 
ment. Most managements recognize that 
engineers meticulous and. 
therefore, are aware that all too often 
this kind of perfecting the details is the 
cause of delay. When this occurs, the 


tend to be 


alternatives should be brought out into 
the open and sharply evaluated. Man- 
agement may have to step in and force 
this in order to get results. 


1. Plan for the Future 


lt is hard for some managers to con- 
sider the long-range plans of the busi- 
ness. Attention is logically focused on 
current needs. However, any manage- 
ment approving funds for a new layout 
should seriously question whether the 
layout suggested will be as good at the 
half-way point in its life as it looks at 
the beginning. 

In developing layout plans, the wise 
manager will call for a planned analysis 
of anticipated requirements. He will pro- 
ject his sales plans for many years 
ahead. When an entire site is involved. 
a minimum “look-ahead” of 25 years is 
needed. From this. a basic plan can be 
drawn up for developing the entire 
area according to a sound over-all lay- 
out. The initial building and all subse- 
quent additions can then be integrated 
into the planned pattern. 


3. Approve the Layout 


Executives or department heads who 
are asked to approve layout plans 


mally look at three things: 


nor- 


a. What do we stand to gain from this 
lavout? How much will it reduce our 
basic costs and will it make our work 
easier. more convenient and safer? 

b. What are the risks in this layout? 
What could happen to us if certain of 
the features of the layout went wrong or 
failed or did not function as planned? 

c. How does this layout affect me per- 
sonally and my group? 

With this in mind the manager will 
certainly want to see analyses of the 
costs required to install or change lay- 
out and of the savings expected. Cost 
figures will usually be well worked out. 
But he should watch for hidden costs in 
terms of increased maintenance, greater 
demands on service equipment. and the 
like. Therefore. check 


most managers 


to be sure at least three other problems 
have been covered: safety, convenience 
for personnel, and changes necessary in 
organization structure or operating pro- 
cedures. Layout men who have seldom 
had real management experience usually 
place their emphasis on the obvious 
economies and often overlook one of 
these major considerations which, if not 
caught by management. could possibly 
cost the company more than the tangible 
savings gained. 

There are two ways for management 
to be sure that all groups agree on the 
layout: (a) to hold a meeting of all 
personnel involved to go over the lay- 
out plans together and (b) to make sure 
all department heads, or a given list of 
them, have initialed the layout plan. 

These points are summarized on the 
accompanying list of “Morale Builders.” 





MORALE BUILDERS 


1. Tell employees of the anticipated 
layout improvements. 


L 


2. Ask employees’ help and patience if 
they are bothered by layout or 
methods engineers. 

3. Solicit the ideas of everyone, pos- 
sibly by special campaign, posters, 
or suggestion forms. 

4. Talk enthusiastically about the lay- 

out plans and how the new layout 

will probably benefit everyone. 


uw 


Get personnel or industrial relations 

to indicate how the new layout can 

benefit employees. 

6. Invite employees te come in and see 
the three-dimensional model or post 
a template layout out in the shop. 

7. Describe—orally or in writing- 

the new layout will work, 


hou 


8. Show workers where their machine, 
office. or bench will be located. 

9. Show advance photographs — or 
sketches of new machinery or ma- 
terial-handling and storage equip- 
ment. 


10. See that adequate explanations are 
given by the layout men to any em- 
ployees who do not seem entirely 
satisfied. 

11. Make available sketches, drawings. 
plans. or description of the layout 
that employees can take home with 
them. 

12. Write up the progress of the layout 
project in the company paper. 

13. Seek at least one good article in the 
local newspaper, 

14. Consider 
the layout. 


magazine articles about 

15. Consider an house for em- 
ployees’ families soon after getting 
settled. 


open 











Getting a good layout is more or less 
guaranteed by these methods. But also, 
there is the important factor of group 
participation. In the eyes of a depart- 
ment head or supervisor. the layout en- 


gineer And with 
every change comes fear or apprehen- 
sion. Much of this can be avoided by 
building from the start the idea that the 
layout is a “company” project—a proj- 
ect in which all will be consulted and 
everyone involved will be given a 
chance to review and approve the plans. 
This is especially important when lay- 
out changes are not a regular thing, for 
in these cases the relayout may be the 
biggest thing that happens to a man’s 
department in his life with the company. 

In addition, most people like to be 
creative; 


represents change. 


they like to participate in 
layout work when they see it beginning 
to take shape. For these reasons, man- 
agers frequently kick-off a project by 
encouraging participation by everyone. 
and with assurance that everyone in- 
volved will be given the opportunity of 
approving the final plans. When the time 
for approval comes around, this oppor- 
tunity should be given—if not required. 

On this basis it might at first seem 
wise to bring every worker in the plant 
into the development of the layout. Ac- 
tually this has not proved effective 
where it has been tried and the reasons 
are fairly obvious. Yet the bringing of 
employees into the layout project is im- 
portant. If handled badly—on a take-it- 
or-leave-it basis—a new layout can lead 
to complaints, grievances, labor turn- 
over, general dissatisfaction and even 
strikes. It is far better to tell the work- 
ers that there is to be a new layout 
that is going to be more effective than 
the present arrangement they now have 
to put up with; that anyone who has 
ideas on making a better layout should 
turn them in because in the last analysis 
they are the ones who wil! have to make 
the layout work. This should be done 
before layout engineers or analysts are 
sent out onto the production floor to 
measure machines or study methods. 
Throughout the management 
should boost the layout to new employ- 


project 


ees: selling the layout is one of the 
fundamentals for successful layout. 
Besides activities to 
build employee enthusiasm, experienced 
managers know that favorable publicity 
outside the plant can help swell employ- 
ees’ pride in their plant. One good com- 
plimentary article in the local news- 
paper for every layout change is insisted 
upon by the industrial-relations depart- 
ment of one company. By activities such 


these internal 


as these, managements can turn what 
might be a potentially disruptive layout 
change into enthusiastic employee and 
. END 
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supervisory satisfaction. 











New Management 


Writing... 





INDUSTRIAL CONFLICT 

Edited by Arthur Kornhauser, Robert 

Dubin, and Arthur M. Ross. Published 

by McGraw-Hill Book Company. 
If we were to consider /ndustrial Con- 
flict according to the usual meaning 
of the term, that is, denoting such 
outward manifestations of industrial 
strife as strikes and other similar dis- 
turbances or disorders coming to the 
public view, we would necessarily con- 
clude that the publication of this book 
is poorly timed, occurring as it does 
during a year generally conceded to 
be the quietest since the end of World 
War II. This book, however, answers 
any criticism of timeliness by dealing 
with the inner plant aspects of individ- 
ual and group behavior from which the 
authors deduce, mainly from a psycho- 
logical, social and economic viewpoint, 
certain resultant frustrations, disorders 
and disturbances. 

By way of general observation, it is 
believed fair to say that, from all in- 
dices and outward evidences, there is 
need, particularly in’ those industries 
experiencing really poor organic health, 
for a searching and thorough investiga- 
tion into not only those basic inner con- 
flicts which are described in this book, 
but into other aspects of their opera- 
tions, looking for the real and effective 
causes. These basic causes, like their 
symptoms, cannot be treated in a po- 
litical manner, as is so often the case, 
and where opportunism and expediency 
are allowed to rule, but must be met in 
a more forthright manner—by direct 
treatment. Viewed in its proper setting 
and according to its true concept, there- 
fore, the book comes at a most appro- 
priate time. 

Fully to appreciate the main thesis, 
one should first read Arthur Korn- 
hauser’s scholarly treatise on human 
motivations, or the roots of industrial 
conflict, presented in Chapter 5. While 
the author seems to drop off into gen- 
eralizations in his concluding para- 
graphs, the main body of his thesis is 
well worth reading. Such expressions as 
“conduct is an expression of compli- 
cated combinations” and “our monsters 
swim deeper than any of our harpoons 
will reach” are pregnant with meaning 
and will serve to evidence the live, ori- 
ginal thought which pervades principal 
sections of this particular contribution. 
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In reading Mr. Kornhauser’s psycho- 
logical essay one must really “drink 
deep of the Ephesian spring” for just a 
little knowledge of the complicated mo- 
tivations of man, impelling him to cer- 
tain conduct, might well prove to be a 
very “dangerous thing”. A mere cur- 
sory reading will not do. 

Industrial Conflict is a book which 
will strike one at first reading as being 
quite discursive, empiric, highly pe- 
dantic and abstruse. However, as one 
manages to get closer to this unusual 
subject, he is more and more able to 
see behind the maze a plan, one which 
might have well been predicated upon 
a predesigned system of schematic con- 
trols but which in reality allows full 
expression of some extraordinary tal- 
ents. The individualities of the many 
contributing authors are seen through 
their individual exposition of the sub- 
stance of their subject matter. One finds 
a certain fluidity of substance and a 
form of continuity of intelligence which 
appears to run through the entire multi- 
thesis presentation. The substance is not 
necessarily new but is clearly illustrative 
of much of our modern thought and 
should be given very selective and dis- 
criminate study. 

Industrial Conflict forty 
chapters all revolving around the stated 
central theme. These chapters are each 
individually written by almost as many 
individual authors, all prominent in 
their respective fields of pedagogy. 
While it may seem to the student of 
industrial relations that here is an ex- 
periment in a new form of literary col- 
lectivism where the force of numbers 
lends strength, actually such form of 
multiple authorship dates back at least 
as far as The Bible, and the strength 
is more substantial than mere numbers. 

With some of the theses in /ndustrial 
Conflict, we must quite naturally dis- 
agree. Some of this disagreement we 
shall classify as serious, an occurrence 
not at all uncommon in the field of in- 
dustrial relations among proponents of 
particular and diverse points of view. 
Our disagreement, however, js construc- 
tive and intended solely to clarify and 
not to harm any particular presentation. 
At times, differing points of view are 
developed through individual experi- 
ences which have impressed one’s think- 
ing and strongly influenced his views 


contains 
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over a period of time, compelling him 
to retain certain conclusions. At other 
times, particular philosophies are de. 
veloped, with apparently sound postu. 
lates to support, which merely accom. 
modate general practice. irrespective of 
original concepts and classical distine. 
tions. These are expressions of | the 
“market place”. It is with neither of the 
above built-in inhibitory influences that 
we find unacceptable certain notions of 
undoubtedly 
correctly described as to modern usage, 
and particularly the third-party pres. 
sures described in Chapter 22. 
Pressure of any kind involves a form 
of force, which must be clearly outlined 
as a source of power in constitutional 


mediation, even though 


and statutory authority and then cir- 
cumscribed in its use, to be tolerated 
at all in our form of democracy. Unless 
so outlined and circumscribed. force 
does violence to rights of private citi- 
zens and is subversive of our voluntary 
processes, including collective bargain- 
ing, and our free institutions. 

One need not be gifted as a Carlyle 
or Homer these days for adequate ex- 
pression in describing any adoption of 
pressure methods, which become med- 
dlesome, being without authority in law, 
and do violence to established consti- 
tutional rights and processes. 
what like the the mediator 
weaves his web out of his own entrails. 
But he cannot arrogate himself powers 


Some: 
spider, 


not provided by law or the voluntary 
agreement of the parties. Nor can the 
mediator usurp power inherent in the 
legislature, nor exert pressure contra 
forma statuti or, sua sponte, exert such 
pressure as might result in any form of 
force, however mild. 

If we are to avoid industrial conflict 
we must seek industrial harmony and 
peace. This requires that both parties. 
labor and management, seek the same 
end. There is no middle road to this 
cherished goal: Without meaning to 
oversimplify, there is only the right 
road which leads toward the objective. 
and the wrong road which leads away 
from it. You cannot travel them both 
at one and the same time, nor can you. 
with any degree of safety, straddle both 
lanes of traffic; both are heavily trav: 
eled thoroughfares, and straddling will] 
lead to almost certain conflict and dis 
order, if you will. 
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Upon the basic thesis and its under- 
lying tenets and premises, it is recom- 
mended that /ndustrial Conflict not only 
be read, but be given serious and dis- 
riminate study by members of man- 
wement, those aspiring to responsibili- 
lies in management, members of the 
aching profession and students of in- 
dustrial relations. 


Weldon P. Monson 


Assoc. Prof. of Management 
New York University 


CIPM Reports .. . 











x willl 


d dis 


REVIEWS IN BRIEF 


Automatic Selling 
By G. R. Schreiber. Published 
by John Wiley & Sons, Inc., 
440 Fourth Avenue, New York 
16, N. Y. 195 pps. $5.00. 
This book was written by a man 
who has helped to pioneer auto- 
matic selling during the period 
of its greatest growth. It is 
packed with facts and figures on 
every aspect of automatic mer- 
chandising, including many 
charts and graphs. 
Ratios Of Staff To Line Employees 
And Stages Of Differentiation Of 
Staff Functions 
By Alton W. Baker and Ralph 
C. Davis. Published by Ohio 
State University. 62 pps. $1.00. 
The findings of this study pro- 
vide new and more detailed in- 
formation for the formulation 
of an empirically valid law of 
functional growth, suggests sim- 
ple, practical applications by in- 
dustrial executives. 


Management Aids For Small 
Business: Annual No. | 
Edited by Edward L. Anthony. 
Published by Small Business Ad- 
ministration, Washington, D. C. 
January 1955. 184 pps. Price: 
65c. 
The subject matter of this group 
of Aids falls into three classes: 
business-Government relations, 
internal general management, 
and external sources of help, ad- 
vice, and guidance. 


Contributions Of Survey Methods 
To Economics 
By George Katona, L. R. Klein, 
J. B. Lansing and J. N. Morgan. 
Published by Columbia Uni- 
versity Press. 269 pps. $5.00. 
This book represents an attempt 
to analyze survey results for the 
benefit and promotion of eco- 
nomic theory. A listing of se- 
lected survey findings reported 
by the Economic Behavior Pro- 
gram is given in the bibliog- 
raphy at the end of the volume. 











INCE 1951, CIPM has recruited top- 

management specialists to conduct 
seminars in seven countries of Western 
Europe under the Foreign Operations 
Administration’s Technical Assistance 
Program. Last September, again under 
FOA auspices, CIPM sent two teams of 
four men each to Turkey to conduct a 
management program in that country's 
four principal industrial centers. This 
is how the Turkish program started and 
how it is working now. 

Over a year ago, a member of CIPM’s 
Paris staff went to Turkey, and in co- 
operation with the FOA mission there, 
laid the groundwork for a management 
development program. As a result of 
this preliminary operation, FOA last 
year sent a group of management ex- 
perts to Turkey to work under contract 
to the Turkish government in surveying 
the country’s management 
One of this group, Carl Coler (formerly 
Executive Secretary of SAM) has made 
an industry-by-industry analysis of in- 
dustry’s training needs; has formed 
committees of industrialists in Istanbul. 
Ankara, Izmir and Adana; and recently 
has been holding training programs in 
these four cities as a follow-up to the 


resources, 


seminars CIPM’s top-management team 
held last October. 

The four members of the top-manage- 
ment team led discussions on general 
management, human relations, produc- 
tion management, and marketing during 
these seminars. Of interest to SAMers 
is the fact that two of the members of 
this team—Lawrence Murphy, Execu- 
tive Vice President of the Williamson 
Heater Company in Cincinnati, and 
Harry Hopkins. Vice President in 
Charge of Operations of the Tool, Steel. 
Gear & Pinion Company, also of Cin- 
cinnati — are prominent in the SAM 
chapter there. Mr. Hopkins is past presi- 
dent of the chapter, and Mr. Murphy is 
one of its directors. These men, plus 
Saul Silverstein. President of the Rog- 


ers Corporation in Manchester, Connec- 
ticut, and Harry Southard, Secretary of 
the M. B. Skinner Company in South 
Bend, Indiana, spent a week in each of 
the four Turkish cities discussing man- 
agement attitudes with local Turkish 


industrial leaders. The American team - 


members made no attempt to talk to 
the Turks about specific methods or 
techniques; they left that job to the four 
management specialists, also recruited 
by CIPM, who are now spending a year 
in Turkey holding three-month courses 
in each of the four cities visited by the 
top-management team. 

One of these specialists is Martin Dor- 
ing, Chief Industrial Engineer of the 
Whitney Blake Company in Hamden. 
Connecticut, and Vice President of the 
New Haven SAM. He writes from Izmir. 
where he and his three colleagues have 
just completed a three-month training 
and consulting program: 

“Until two weeks ago I saw very little 
of my work being put into effect. Then 
one day one of the engineers in my class 
was absent and | spoke to him about it. 
He told me that they had put a preven- 
tive maintenance program into effect 
and on that day they were checking the 
bearings of one of their huge machines. 
and he had to be in his factory to make 
the inspection. This, I thought, was 
amazing because in most cases they run 
machinery until it breaks down. So to 
pull down a machine that is running and 
in production for a routine inspection 
is an amazing accomplishment.” — END 


The CoUNCIL FOR INTERNATIONAL PRO- 
GRESS IN MANAGEMENT, formerly the 
National Management Council, is a 
non-profit, non-political organization 
devoted to the promotion of the prac- 
tice of scientific management on the 
international level. SAM is a co- 
founder and charter member of CIPM. 








Functional Management 


Throughout the whole field of management the military type of organiza- 
tion should be abandoned, and what may be called the “functional type” 
substituted in its place. “Functional management” consists in so dividing the 
work of management that each man from the assistant superintendent down 
shall have as few functions as possible to perform. If practicable the work 
of each man in the management should be confined to the performance of a 


single leading function. 


Excerpted from SHOP MANAGEMENT by Frederick Taylor. 
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JOEL DEAN, Professor of Business Economics in the Graduate School of Busi- 
ness, Columbia University, is also a consulting economist to management, a 
director of the American Hard Rubber Company, the General Precision Equip- 
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ADVANCED MANAGEMENT 


Break-Even Analysis And The 
Measurement Of Capital Productivity 


Of the many complex problems that confront management, the prob- 
lem of deciding when to invest in plant and equipment is one of the 
most critical. A poor decision deprives management of capital that 
could be employed better elsewhere. It also encumbers management 
with equipment that is difficult to fit into the company's production 
pattern. In this article a well-known authority writes about break-even 
analysis, a technique familiar to industrial engineers, and its relation 


to investment decision-making. 


REAK-EVEN analysis and capital pro- 

ductivity measurement are two new 
techniques of modern financial manage- 
ment which have been studied and ap- 
praised separately. The purpose of this 
article is to examine the inter-relation- 
ship of these two new top management 
tools. 

We shall do this in four steps: 

1. Review the meaning of break-even 
analysis, so that we can be clear about 
what we are discussing. 

2. Summarize the 
cepts of capital productivity and indi- 
cate some of the measurement methods 
and problems. 

3. See what break-even analysis and 
capital productivity measurement have 
in common and where they differ. 

1. Examine the potentialities and 
limitations of break-even analysis as a 
contribution to capital productivity 
measurement. 

What is break-even analysis? In the 
simple form in which it gained its first 


underlying con- 


For major assistance in preparing this article 
the author is indebted to Winfield Smith of 
Joel Dean Associates. 
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popularity, break-even analysis uses a 
chart on which dollars of total cost and 
total revenue are related to fluctuations 
in volume of dollar sales. Total cost 
and total revenue are shown as straight 
lines, which cross at the greatly over- 
emphasized “break-even point”. Profit 
or loss can be read from the chart as 
the distance between the cost and rev- 
enue lines. 

Subsequent developments have led to 
a more realistic portrayal of the be- 
havior of costs and revenues and have 
broadened the range of problems to 
which the break-even device can be ap- 
plied, so that its more enthusiastic pro- 
ponents can now claim that break-even 
analysis is a general purpose manage- 
ment tool of nearly unlimited useful- 
ness. One major improvement in_ the 
of break-even charts has 
come with the recognition that straight 
cost and revenue lines sometimes fail 
to represent the facts clearly. To allow 
for this, break-even charts have been 
drawn with curved or stepped lines to 
represent the relationships between cost 
or revenue and volume. Another 


construction 


im- 


By Joel Dean 
Professor of Economics 
Columbia University 
Joel Dean Associates 
New York City 


portant development has been the pres- 
entation on a single chart of families 
of break-even lines to reflect the impact 
of additional variables. Along with in- 
creased accuracy and flexibility. these 
refinements have led to corresponding 
the the 
charts that 
recognized that there may 


increases in complexity of 


break-even themselves. so 
it is now 
often be a conflict between making the 
charts simple and making them right. 
For complex, many-variable problems 
it may be necessary to omit or drasti- 
cally modify the charts, while retaining 
the basic break-even approach. 

What is capital productivity analysis? 
Capital productivity analysis or capital 
budgeting is a set of procedures for 
choosing, 


combining and_ evaluating 


the facts that are relevant to a capital 


investment decision. For each proposal ; 


an estimate is required of the year-by- 
year changes in the firm’s profit which 
will result if the proposal is approved. 
The amounts to be estimated are essen- 
tially net cash flows and often require 
that accounting numbers and account- 
ants’ concepts be modified or disre- 
carded. 

Similar sets of estimates should be 
made for all reasonable alternatives. in- 
cluding the oft-overlooked alternative 
of doing nothing. With the cash flows 
from the least-cost acceptable alterna- 
tive as a benchmark, the cash flows from 
increasingly 


investments are 


compared to determine their incremen- 


costly 
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tal cost and profitability. Finally, the 
yeai-by-year incremental cash flows for 
an\ one alternative are combined using 
dis;ounting factors which recognize the 
greater worth to the firm of near cash 
over distant cash. 

\\ hen these capital-productivity meas- 
urement procedures are consistently ap- 
plied to all candidates for the firm’s 
limited supply of investable funds, all 
capital-requiring 


projects, matter 


how diverse. are ranked according to a 


no 
single. logical standard of investment 
worth, 


Similarities and Differences 


Both break-even analysis and capital 


productivity analysis concerned 


with forecasting profits. Both concen- 


are 


trate on total costs, revenues and profits. 
And both deal primarily with changes in 
total profits that result from changes 
in circumstances. 
Both are properly concerned with 
the between 
profit and the various factors that de- 
termine Knowledge of these 
basic relationships improves the accur- 


functional — relationships 


profits. 


acy of break-even analysis and of capi- 
tal productivity analysis. Although the 
way in which this knowlege is used 
differs. the same common fund of ex- 
perience and research can be drawn 
upon. 

break-even analysis like capital pro- 
ductivity measurement, predicts changes 
in total cost and revenue and _ profit 
under altered circumstances. Moreover. 
the principle that behavior of specific 
cost items depends upon the nature of 
the and of the contemplated 
change in conditions is basic to both of 


costs 


these methods of analysis. The same 
can he said about the common empha- 
sis on future costs instead of past costs 
and the common importance assigned 
by both kinds of analysis to estimating 
true changes in total cost rather than 
changes in allocated book costs. These 
principles are essential to any correct 
managerial decision and not merely to 
the tools discussed here. 

The differences are striking. Break- 
even analysis is most easily applied to 
the effect profits of 
volume, rate-of-use 
of existing capital facilities. Capital pro- 


predicting on 


changes in i.e., in 
ductivity analysis. in contrast, estimates 
the impact on profits of proposed in- 
vestments to alter or replace existing 
facilities. Break-even analysis. accord- 


ingly, is solely concerned with what 
short-run changes in volume do to costs 
and revenues and profits. It disting- 
uishes between (a) costs that vary with 
volume in the short-run and (b) 
that don’t. In contrast capital producti- 


costs 


vity analysis is concerned exclusively 
those costs 
and revenues that will be different if the 
capital proposal is accepted than if it 
isn t. 


with long-run changes, i.e.. 


Another difference is that break-even 
analysis is a passive prediction of what 
will happen to the company’s earnings 
as a result of vast impersonal forces of 
the market place. In contrast, analysis 
of capital productivity takes an active 
approach: it seeks ways to make the 
company's profit be bigger in the future 
by a proposed investment action. 

Break-even analysis, claims to the 
contrary, notwithstanding, has its great- 
est value when only a single short-run 
cost curve must be considered. It helps 
most when the problem is limited to de- 
termining the most profitable rate-of-use 
of an existing single-purpose facility. 
Enthusiastic practitioners can get many 
additional variables onto the charts, but 
by the time lines have been added rep- 
resenting two or more alternative in- 
vestments or changes in product-mix 
the chart has become unintelligible to 
anyone who does not already compre- 
hend all the underlying relationships: 
it helps those who don’t need help. 

The methods of capital productivity 
measurement. the hand. 
adaptable to situations involving a mul- 
titude of 
revenues and profits of each are esti- 
mated separately and compared, with the 
least cost benchmark to secure measures 
of incremental profitablity. 

Since capital 


on other are 


alternatives. since the costs. 


investment decisions 
typically require a choice among many 
alternatives. each with volume units that 
differ in kind as 
capital expenditure analysis requires 
a method which is flexible enough to 
summarize all the cost, price, and vol- 
ume variations among the alternatives. 


well as in amount. 


Although break-even analysis high- 
lights the interrelation of volume and 
profit, it is unable to evaluate the com- 
bined effects of predicted variations in 
amount and timing of cash flows for a 
long-lived investment. Regardless of 
whether the unit of analysis is the pro- 
ject’s entire operating life or a “typical” 
year of this life. and despite the in- 
clusion in fixed costs of some form of 
charge. differences 


capital important 


between projects are thus submerged or 
ignored. Break-even analysis assumes 
that the investment is made, the project 
is completed, and the long-run average 
earning rate is attained, all in an in- 
stant; the wide variations that actually 
occur among projects are in fact too 
important for most companies to over- 
look. Capital productivity analysis. 
through use of a year-by-year timetable 
of cash flows and application of dis- 
count factors to these cash flows, takes 
correct account of any conceivable 
variation. 

Against the superiority of capital pro- 
ductivity analysis for handling many 
alternatives variable cash flows 
stands the unique ability of break-even 
analysis to keep attention focused on 
the of estimates. 
In our experience the undeniable im- 
portance of volume does not justify 
using an analytic tool which straight- 
jackets all the other variables in order 


and 


importance volume 


to preserve the freedom to play with 
volume estimates right up to the point 
of final approval or disapproval of the 
project. At some point, well before 
final review, it ought to be possible to 
decide on a reasonable set of estimates 
of volumes which can be handled, along 
with the other variables, by the tech- 
niques of capital productivity analysis. 
If a check is needed, the calculations can 
then be repeated using higher and lower 
volume estimates spanning the likely 
range of error: these will indicate the 
degree to which project acceptance de- 
pends upon any particular estimate of 
project volume. 


What Break-Even Analysis Can 
Contribute to Capital 
Productivity Measurement 


As the foregoing strictures indicate. 
break-even analysis is generally inferior 
to the methods of capital productivity 
analysis in providing a framework in 
which to arrange and hold all the facts 
bearing on an investment decision. There 
are, however. several ways in which the 
concepts and techniques of break-even 
analysis can improve capital produc- 
tivity measures. 

First, knowledge of the shapes of cost 
functions for the firm and for individual 
operating units can help produce better 
estimates of the cost functions of pro- 
posed units or of present plans after 
incorporation of proposed investments. 
Unfortunately. break-even analysis has 
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not performed the same service for rev- 
enue functions. Usually it makes the 
tacit and erroneous assumption that unit 
prices, price structures, product-mix, and 
channel mix are all constant. If volume 
is measured in sales dollars, then the 
cost function (which must relate to phys- 


ical volume) is If volume is 
measured in physical terms (e.g. tons 
or % capacity), then the revenue func- 
tion is off. In either case this revenue 
straight-jacket introduces error in the 
profit forecast. 

A second contribution of break-even 
analysis is to call graphically to execu- 
tives’ attention the width of error-ranges 
in volume projections and the effect that 
variations in volume within these ranges 
can have on profits. This sharpened 
awareness of the effect of volume on 
profits heightens appreciation of the im- 
portance in capital expenditure studies, 
of good estimates of future rates of 
utilization of the facility. Too often 
costs are estimated with painstaking care 
and volume estimates are tossed in with 
inadequate attention to their level or 
probable range of error. Break-even 
analysis can help avoid this mistake. 

By emphasizing volume fluctuations, 
break-even analysis can bring home the 


wrong. 


fact that cyclical and seasonal forces 
will run volume back and forth over a 
considerable range. Thus it can contrib- 
ute to investment analysis by pointing 
to capacity needs at the top of the range 
as well as emphasizing the importance 
of accuracy in forecasting the long- 
range average volume. Intelligent finan- 
cial planning requires provision for 
peak demand by investment or by other 
means. Earnings on capacity-increasing 
investments must be figured differently 
than for cost-saving investments, which 
produce earnings over the entire volume 
range. The rate of return on a capacity- 
increasing investment derives from its 
superiority over alternative ways of han- 
dling the added volume. One of these 
alternatives (increased overtime, for ex- 
ample) is generally the most profitable 
solution if the added demand comes 
only in a short-term peak. In this case 
the entire return on a capacity-increas- 
ing investment comes from its utiliza- 
tion in volume ranges which are on this 
overtime basis, high cost without the in- 
vestment. This makes capital productivi- 
ty more dependent on good estimates of 
volume than for most cost-saving invest- 
ments. 

Finally graphic presentation of the 
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results of several variables, along the 
lines of a break-even chart. is fre. 
quently useful in the intermediate stages 
of a capital expenditure study. In one 
study of a capacity expansion project 
a chart was drawn showing the sum of 
labor overtime and weekly minimum 
payments with and without the proposed 
investment and covering the expected 
possible range of output. A year-by-year 
output forecast was then used together 
with this chart to make up the timetable 
of cash flows. Although break-even anal- 
ysis was not able to handle all the tim. 
ing variables which had to be taken into 
account, it was nevertheless useful. 
Thus the essential function of break. 
even analysis in appraisal of capital 
expenditure proposals is supplementary. 
It has its primary value in developing 
a proper attitude toward estimates of 
the effects of different operating vol- 
umes. It can also assist the visualization 
of projections. This somewhat proscribed 
usefulness does not mean that the break- 
even approach should be abandoned in 
capital expenditure analysis, but it does 
mean that break-even charts should be 
used with care and without demanding 
from them any more than they are ca- 


pable of delivering. END 








AN EXECUTIVE HAS NOTHING TO DO 


by F. F. Beirne 











S EVERYBODY knows, an executive has practically nothing to 

do. That is, except to decide what is to be done; to tell 
somebody to do it; to listen to reasons why it should not be 
done; why it should be done by somebody else, or why it 
should be done in a different way; except to follow up to see 
if the thing has been done, to discover that it has not been 
done; to listen to excuses from the person who should have 
done it and did not do it, except to follow up a second time 
to see if the thing has been done; to discover that it has been 
done but done incorrectly; to point out how it should have 
been done; to wonder if it is not time to get rid of a person 
who cannot do a thing correctly; to reflect that the person in 
fault has a wife and seven children, except to consider how 
much simpler and better the thing would have been done 
had he done it himself in the first place, but to realize that 
such an idea would strike at the very foundation of the belief 
of all employees that an executive has nothing to do... . 





These are contrary but not necessarily conflicting points of 
view, since few administrators would deny that the top execu- 
tive is often both master and victim of his organization. What 
good executive has not experienced the deadening frustration 
of being unable to get things done the way in which he himself 
would, but cannot, because of pressure of other responsibilities, 
limited time, and rapidly moving events? The most capable 
heads of the most powerful organizations may get caught in 
the vortex of events beyond the effective grasp of mankind 


and its mechanisms. Tolstoy (in War and Peace) has described 
how Napoleon in his “victorious defeat” at Borodini in 1812. 
“with sickly uneasiness awaited the end of this action in which 
he considered himself the prime mover, though he could not 
have stopped (it).” 

Even when an undertaking is more in tune with historical 
events, the most capable top executives in charge of the most 
efficient organizations cannot make all the major decisions. 
Yet there is often a tendency on the part of executives to try 
to do this too much, with the result that they get too little 
done. Despite all the initiative that is latent in American demo- 
cratic society, Morris Cooke has pointed out (In The Early 
Days of Rural Electrification Idea) that there is still an “exces- 
sive and growing dependence on the top of a state, a county 
commissioner, the head of a union, or the foreman of a road 
gang.” From the point of view of the administrator. one of the 
main decisions he must learn to make is what to select for de- 
cision from the endless demands on his attention and _ his 
authority, and what not to decide himself but delegate to others. 
As Chesier Barnard has wisely concluded (In The Functions of 
the Executive), “the executive is primarily concerned with de- 
cisions which facilitate or hinder other decisions.” 


Albert 


for reprinting in Administration 


Excerpted by Lepawsky 
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Executive Selection 


A well-planned Executive Selection Program can be of infinite value 
to a company. In the hands of skilled personnel, psychological tests 
can provide much valuable information about the basic abilities and 
characteristics of the applicant. Moreover, a well-conducted depth 
interview will provide many of the answers to questions about the indi- 


vidual's personality and motivation. 


ere every major company 
in the United States has a Manage- 
ment or Executive Development Pro- 
gram of some sort. And in most of 
these programs primary emphasis seems 
to be placed on the development rather 
than on the selection of personnel. Still, 
it is obvious that an efficient selection 
program can materially improve the 
caliber of executives in our various or- 
ganizations. Furthermore, the more ca- 
pable the employee is to start the less 
need there is to design elaborate and 
time-consuming programs for his devel- 
opment. In this sense an ounce of se- 
lection is worth a pound of training. 

The properly selected employee will 
absorb training more quickly. In fact, 
he will in most instances train himself. 
An able and highly-motivated executive 
will assume the responsibility for his fu- 
ture growth and will formulate his own 
program of self-development. For such 
people the major concern of the com- 
pany is to make the opportunities for 
development available. 

It is difficult to estimate the cost of a 
poor selection decision. Even at low 


levels the company makes a large in- 
vestment in each employee. But when 
we consider the investment in execu- 
tive personnel, the cost is staggering. 
There is a tremendous difference be- 
tween the performance of the “marginal 
executive” (who barely “gets by” and 
is thus never released) and the per- 
formance of the executive who is a real 
producer. Not only are there selection. 
training, supervision, and salary costs, 
but there are the costs which result from 
poor decisions, lack of imagination and 
the like. 

Let us now direct our attention to the 
characteristics which are important to 
success in executive positions—what we 
look for when selecting executives—as 
well as the tools which are available for 
measuring those traits and abilities. 

With respect to the selection of execu- 
tive personnel, it is evident that qualifi- 
cations essential for successful job per- 
formance will vary with the particular 
position to be filled. This obviously 
means that a careful study of each job 
must be made to identify those abilities 
and personality traits which are re- 
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quired. However, although job specifica- 
tions for various Managerial positions 
will differ with respect to the type of 
Qualifications needed, as well as the 
estimated degree of such characteristics, 
there are certain major types of factors 
which form the hard core of every 
Managerial job specification. In select- 
ing executives, we should ask ourselves 
the following questions: 

A. Technical and Ability Factors: 
How able is he to handle the job? In 
this connection, the education, training. 
and experience of the individual loom 
important. Is his background applicable 
to the particular field in question? What 
of his general training and experience 
—breadth as well as depth. 

Secondly, does the man possess the 
basic abilities necessary to do the job? 
How about his over-all mental ability? 
Does he possess above average intel- 
ligence. analytical ability, and imagina- 
tion? Does he have the necessary spe- 
cial abilities required by the job in ques- 
tion: verbal. numerical, mechanical, and 
the like. 

B. Interests and Motivation: How 
willing is he to use his knowledge and 
abilities? Actually, the performance of a 
man is the product of his ability and 
drive; if either factor is zero, the result- 
ing achievement is zero. In the area 
of motivation are included such factors 
as willingness to work, willingness to as- 
sume responsibility, willingness to pay 
the price. desire to direct the activities 
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of others, desire to get ahead, produc- 
tion-mindedness, and self-discipline. 

C. Personality: How effective is he in 
his relations with people? Basic person- 
ality adjustment and emotional stability 
are two extremely important factors in 
executive success; without these factors 
an executive would find it difficult to 
work under pressure, to take criticism, 
to control his temper, and to maintain 
his health. With respect to effective inter- 
personal relations, it is the warm, friend- 
ly, pleasant, outgoing type of person 
who has least difficulty in managing 
others. For proper balance, however. he 
should also be objective or tough- 
minded in his thinking; considerate 
without being “wishy-washy.” Finally, 
he should have a clear picture of his 
assets and liabilities and should recog- 
nize when he needs assistance and when 
he doesn’t. 

D. Character: Is he honest and reli- 
able? The most capable man available 
is worthless for the job in question if 
he is not to be trusted. In this area, qual- 
ities to be evaluated would include his 
conscientiousness, his fairness and im- 
partiality, whether or not he has the 
courage of his convictions, his sincerity, 
honesty, and loyalty, .and finally his 
moral and ethical standards. 

E. Special or Miscellaneous Factors: 
Is there anything else which will ma- 
terially affect his job performance or 
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progress? Here would fall such ques- 
tions as his physical vigor and energy, 
his general appearance, grooming, and 
manners, his marital adjustment, and 
his willingness to travel or to make 
geographical moves of a semi-permanent 
nature. 

Before we move to the measurement 
of these traits and characteristics, it is 
necessary to point out that no one indi- 
vidual has all the desirable characteris- 
tics. Nor do successful Managers con- 
form to a single pattern. Executives 
seem to hold and acquire a good many 
traits in common, but no single “type” 
underlies these common characteristics. 
Frankly, if there is any one element 
common to all executives, it is simply 
a drive or an underlying strength that 
enables a man to take whatever char- 
acteristics he has and keep going with 
them. Thus, individuals who differ con- 
siderably from each other can still han- 
dle the same job well. Many studies of 
leadership have demonstrated this point. 


Several Techniques Needed 
For A Complete Picture 


Measurement of Characteristics: Now 
that we have considered some of the ma- 
jor factors which are related to execu- 
tive success, let us look at the tools 
which are available for measuring these 
traits and abilities. 

First of all, I wish to point out that 
no selection technique is perfect. Mak- 
ing selection decisions is a very difficult 
task. and at best we manage to increase 
the batting average. Moreover. the tech- 
niques about to be recommended are ob- 
viously not the only effective selection 
method. 

A. Psychological Tests: Psychologi- 
cal tests can make an important contrib- 
ution to executive selection. These tests 
provide measures of intelligence, verbal 
and numerical skills, mechanical com- 
prehension, social intelligence. and (in 
the hands of a skilled psychologist) im- 
agination. Moreover, the test results pro- 
vide valuable clues which can be fol- 
lowed up in the interview. For example, 
a person with superior intellect who 
“just got by” in school, might well be 
lacking in drive or motivation. 

There are serious limitations to psy- 
chological tests in the selection si'uation, 
however. They provide measures of only 
a few of the requisite characteristics re- 
ferred to earlier. In the selection situa- 
tion they tell but little about such factors 
as personality, character, and drive. 
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Hudson Valley..3546 Los Angeles 864 
Boston 3437 = St._Louis 305 
Lehigh Valley .3341 Calumet 
New Orleans ....3332 Charlotte 
Twin City 3251 Cincinnati 
Providence . 3222 Dayton 
Cleveland 3221 Greensboro 
Milwaukee 3196 Hartford 
Bridgeport 3119 Louisville 
Chicago 3042 Stamford 
Clearing 3021 











Moreover, they provide only limited 
measures of analytical ability and criti- 
cal thinking. In general, we would say 
that such tests alone cannot predict suc- 
cess. On the other hand, though. low 
scores can suffice to disqualify a man. 

B. Intensive Interview: As indicated 
earlier, selection tests do not provide 
good measures of personality, character, 
and drive. These factors can be evalu- 
ated by means of a carefully conducted 
intensive or depth interview. In such an 
interview. the man’s whole life history 
is explored, including his early home 
background, education and_ training, 
work experience, activities and interests. 
and his aims and goals. Actually. the in- 
terview is the most critical part of the 
selection program since it represents the 
occasion on which all the information is 
integrated and the final decision is made. 
Here all the man’s major assets and li- 
abilities are weighed in relation to the 
job in question. 

Evaluating executives by means of 
psychological tests and interviews is a 
difficult and demanding task. Good in- 
terviewing is an art. and few employ- 
ment interviewers are sufficiently well- 
trained to conduct thorough evaluations. 
Thus. before any company attempts to 
set up a pro- 
eram for high-level executives. it should 
first make sure that the men who head © 
up the program are well-qualified for |} 
the job. END ff 


test-interview selection 
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NOTES ON THE THEORY OF ORGANIZATION 
by Luther Gulick 


ie BUILDING the organization from the bottom up 
we are confronted by the task of analyzing 
everything that has to be done and determining in 
what grouping it can be placed without violating 
the principle of homogeneity. This is not a simple 
matter, either practically or theoretically. It will 
be found that each worker in each position must 
be characterized by: 

1. The major purpose he is serving, such as fur- 
nishing water, controlling crime, or conducting 
education; 

2. The process he is using, such as engineering, 
medicine, carpentry, stenography, statistics, ac- 
counting: 

3. The persons or things dealt with or served, 
such as immigrants, veterans, Indians, forests, 
mines, parks, orphans, farmers, automobiles, or 
the poor; 

4. The place where he renders his service, such 
as Hawaii, Boston, Washington, the Dust Bowl. 
Alabama, or Central High School. 

Where two men are doing exactly the same 
work in the same way for the same people at the 
same place, then the specifications of their jobs 
will be the same under 1, 2, 3, and 4. All such work- 
ers may be easily combined in a single aggregate 
and supervised .together. Their work is homoge- 
neous. But when any of the four items differ, then 
there must be a selection among the items to de- 
termine which shall be given precedence in de- 
termining what is and what is not homogeneous 
and therefore combinable. 

A few illustrations may serve to point the prob- 
lem. Within the City of New York, what shall be 
done with the doctor who spends all of his time 
in the public schools examining and attending to 
children in the Bronx? Shall we (1) say that he is 
primarily working for the school system and there- 
fore place him under the department of educa- 
tion? (2) say that he is a medical man, and that 
we will have all physicians in the department of 
health? (3) say that he is working with children, 
and that he should therefore be with a youth ad- 
ministration? or (4) say that he is working in the 
Bronx and must therefore be attached to the Bronx 
borough president’s office? Whichever answer we 
give will ignore one or the other of the four ele- 
ments characterizing his work. 

Students of administration has long sought a 
single principle of effective departmentalization 
just as alchemists sought the philosophers’ stone. 
But they have sought in vain. There is apparently 
no one most effective system of departmentalism. 
Each of the four basic systems of organization is 
intimately related with the other three, because 
in any enterprise all four elements are present 
in the doing of the work and are embodied in 
every individual workman. Each member of the 
enterprise is working for some major purpose, uses 


some process, deals with some persons, and serves 
or works at some place. 

If an organization is erected about any one of 
these four characteristics of work, it becomes im- 
mediately necessary to recognize the other char- 
acteristics in constructing the secondary and ter- 
tiary divisions of the work. For example, a govern- 
ment which is first divided on the basis of place 
will, in each geographical department, find it neces- 
sary to divide by purpose, by process, by clientele. 
or even again by place; and one divided in the first 
instance by purpose may well be divided next by 
process and then by place. While the first or 
primary division of any enterprise is of very great 
significance, it must none the less be said that there 
is no one most effective pattern for determining 
the priority and order for the introduction of these 
interdependent principles. It will depend in any 
case upon the results which are desired at a given 
time and place. 

An organization is a living and dynamic entity. 
Each activity is born, has its periods of experi- 
mental development, of vigorous and stable ac- 
tivity, and, in some cases, of decline. A principle 
of organization appropriate at one stage may not 
be appropriate at all during a succeeding stage. 
In any government various parts of its work will 
always stand at different stages of their life cycle. 
It will therefore be found that not all of the activi- 
ties of any government may be appropriately de- 
partmentalized neatly on the basis of a single uni- 
versal plan. Time is an essential element in the 
formula. 

Another variable is technological development. 
The invention of machines, the advance of applied 
science, the rise of new specializations and profes- 
sions, changes in society and in the way men work 
and move in their private life must be continually 
reflected in the work of government, and there- 
fore in the structure of govenment. Before you 
organize a statistical division there must be sta- 
tistical machinery and statistical science, but as 
soon as there are such machinery and science, any 
large organization which fails to recognize the 
fact in its organization may greatly lessen its utili- 
zation of the newly available tools and _ skills. 

A further variable influencing the structure of 
any enterprise is its size, measured not so much 
by the amount of work done as by the number of 
men at work and their geographical dispersion. 
... Similarly, in government the nature of the or- 
ganization must be adapted not only to the techno- 
logical requirements but also to the size of the 
undertaking and the dispersion of its work. 

From Papers on the Science of Admin- 
istration, reprinted in Administration 
by Albert Lepawsky by permission of 
The Institute of Public Administra- 
tion, Columbia University. 
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